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COMMUNITY  DEVELOPMENT  BLOCK 
GRANTS 

Notice  of  Proposed  Rulemaking 

The  Department  of  Housing  and  Urban 
Development  herewith  publishes  its  pro¬ 
posed  regulations  concerning  the  imple¬ 
mentation  of  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974, 
Pub.  Law  93-383,  providing  a  new  pro¬ 
gram  of  community  development  block 
grants  which  begins  on  January  1,  1975. 

These  regulations  deal  with  those  funds 
which  under  the  new  legislation  are  dis¬ 
tributed  by  entitlements  to  cities  and 
other  units  of  general  local  government 
on  a'  needs  formula  or  hold-harmless 
basis.  The  law  directs  that  financial  as¬ 
sistance  be  provided  to  communities  with 
minimum  delay,  and  establishes  a  Fed¬ 
eral  review  process  of  not  more  than  75 
days.  The  review  standards  assume  ap¬ 
proval  of  applications  from  entitlement 
cities  unless  findings  to  the  contrary,  as 
presented  by  the  statute,  can  be  specified 
by  the  Secretary. 

At  a  later  date  regulations  will  be  pub¬ 
lished  which  will  deal  with  the  distribu¬ 
tion  and  application  process  for  discre¬ 
tionary  funds  under  this  Title.  Regula¬ 
tions  will  also  be  published  which  will 
specify  the  procedures  for  environmental 
review  activities  under  this  Title.  Inter¬ 
ested  persons  are  invited  to  participate 
in  the  making  of  the  proposed  rules  by 
submitting  written  data,  views  or  state¬ 
ments.  Comments  should  be  filed  in  tripli¬ 
cate  with  the  Rules  Docket  Clerk,  Office 
of  General  Counsel,  Room  10245,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street,  SW.,  Wash¬ 
ington,  D.C.  20410.  All  relevant  material 
received  on  or  before  October  21,  1974, 
will  be  considered  before  adoption  of 
final  rules.  Copies  of  comments  submitted 
will  be  available  for  examination  during 
business  hours  at  the  above  address. 

The  proposed  regulation  is  as  follows: 
In  Subchapter  D  of  Chapter  V,  add  a 
new  Part  570  to  read  as  follows: 

PART  570— COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS 

Subpart  A — General  Provisions 

Sec. 

570.1  Applicability  and  scope. 

570.2  Objective  and  purpose  of  program. 

570.3  Definitions. 

Subpart  B — Allocation  and  Distribution  of  Funds 

570.100  General. 

570.101  Allocation  between  metropolitan 

and  non-metropolitan  areas. 

570.102  Basic  grant  amounts. 

570.103  Hold-harmless  grants. 

570.104  Funds  for  discretionary  grants. 

570.105  Qualification  as  urban  county. 

570.106  Qualification  and  submission  dates. 

570.107  Reallocation  of  funds. 

Subpart  C — Eligible  Activities 

570.200  Eligible  activities. 

570.201  Ineligible  activities. 


Sub  part  D — Applications  for  Entitlement  Grants 

570.300  Pre-submissions. 

670.301  Program  year. 

570.302  Advance  of  funds. 

570.303  Application  requirements. 

670.304  Waiver  of  application  requirements. 

570.305  Program  amendments. 

570.306  HUD  review  and  approval  of  appli¬ 

cation. 

Subpart  E — Applications  and  Criteria  for 
Discretionary  Grants 

570.400  [Reserved] 

Subpart  F — Grant  Administration 

570.500  Grant  contract. 

570.501  Method  of  payment. 

570.502  Letter  of  credit. 

570.503  Advance  by  Treasury  check. 

570.504  Disbursement  of  transition  and 

planning  advances. 

570.505  Financial  management  systems. 

570.506  Program  income. 

570.507  Procurement  standards. 

570.508  Bonding  and  insurance. 

570.509  Audit. 

570.510  Retention  of  records. 

570.511  Grant  closeout  procedures  (re¬ 

served)  . 

Subpart  G — Other  Program  Requirements 

570.600  Maintenance  of  effort. 

570.601  Limitations  on  local  option  activi¬ 

ties  and  contingency  accounts. 

570.602  Nondiscrimination. 

570.603  Relocation  and  acquisition. 

570.604  Environment. 

570.605  Historic  preservation. 

570.606  Labor  standards. 

570.607  Architectural  Barriers  Act. 

570.608  Activities  for  which  other  Federal 

funds  must  be  sought. 

Subpart  H — Loan  Guarantees 

570.700  Eligible  applicants. 

570.701  Application  requirements. 

570.702  Loan  amount. 

570.703  Federal  guarantee. 

570.704  Marketing  of  notes  and  interest 

rates. 

570.705  Grants  for  taxable  obligations. 

Subpart  I — Financial  Settlement  of  Urban 
Renewal  Projects 

570.800  General. 

570.801  Projects  which  can  be  completed 

without  capital  grants. 

570.802  Projects  which  cannot  be  completed 

without  additional  capital  grants. 

570.803  Requirements  for  completion  of 

projects  prior  to  financial  settle¬ 
ment  (reserved). 

Subpart  J — Program  Management 
670.900  Performance  standards. 

570.905  Reports  to  be  submitted  by  recipi¬ 

ent. 

570.906  Annual  performance  report. 

670.907  Records  to  be  maintained  by  recipi¬ 

ent. 

570.908  HUD  reports  (reserved) . 

570.909  Secretarial  reviews  and  monitoring 

of  recipient’s  performance. 

570.910  Evaluation  by  HUD. 

570.911  Remedies  for  non-compliance. 
Authority:  Sec.  7(d),  42  U.S.C.  3535(d). 

Subpart  A — General  Provisions 
§  570.1  Applicability  and  scope. 

(a)  The  policies  and  procedures  con¬ 
tained  herein  are  applicable  to  the  mak¬ 
ing  of  community  development  program 
block  grants  and  loan  guarantees  on  be¬ 
half  of  urban  communities  under  the 
provisions  of  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974. 

(b)  This  Part  covers  policies  and  pro¬ 
cedures  relating  to  the  roles  and  respon¬ 
sibilities  of  HUD  and  general  local  gov¬ 


ernment  with  regard  to  the  allocation 
and  distribution  of  funds;  eligible  ac¬ 
tivities;  application  for  entitlement 
grants;  applications  and  criteria  for  dis¬ 
cretionary  grants;  grant  administration; 
other  program  requirements;  loan  guar¬ 
antees;  financial  settlement  of  urban  re¬ 
newal  projects;  and  program  manage¬ 
ment. 

(c)  The  community  development  block 
grant  program  under  this  Part  replaces 
the  following  programs  consolidated  by 
the  Act: 

(1)  Urban  renewal  (and  neighbor¬ 
hood  development  programs)  under  title 

I  of  the  Housing  Act  of  1949; 

(2)  Model  Cities  under  Title  I  of  the 
Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966; 

(3)  Wa;er  and  sewer  facilities  under 
section  702  of  the  Housing  and  Develop¬ 
ment  Act  of  1965; 

(41  Neighborhood  facilities  under  sec¬ 
tion  703  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1965; 

(5)  Public  facilities  loans  under  Title 

II  of  the  Housing  Amendments  of  1955; 

(6)  Open  space  land  under  Title  VI 
of  the  Housing  Act  of  1961;  and 

(7)  Rehabilitation  loans  under  sec¬ 
tion  312  of  the  Housing  Act  of  1964. 

§  570.2  Objeclivc  and  purpose  of  pro¬ 
gram. 

(a)  The  primary  objective  of  the  Com¬ 
munity  Development  Program  is  the  de¬ 
velopment  of  viable  urban  communities, 
including  decent  housing  and  a  suitable 
living  environment  and  expanding  eco¬ 
nomic  opportunities,  principally  for  per¬ 
sons  of  low  and  moderate  income.  Con¬ 
sistent  with  this  primary  objective,  the 
Federal  assistance  provided  in  this  Part 
is  for  the  support  of  community  devel¬ 
opment  activities  which  are  directed  to¬ 
ward  the  following  specific  objectives: 

(1)  The  elimination  of  slums  and 
blight  and  the  prevention  of  blighting 
influences  and  the  deterioration  of  prop¬ 
erty  and  neighborhood  and  community 
facilities  of  importance  to  the  welfare 
of  the  community,  principally  persons  of 
low  and  moderate  income; 

(2)  The  elimination  of  conditions 
which  are  detrimental  to  health,  safety, 
and  public  welfare,  through  code  en¬ 
forcement,  demolition,  interim  rehabili¬ 
tation  assistance,  and  related  activities; 

(3)  The  conservation  and  expansion 
of  the  Nation’s  housing  stock  in  order 
to  provide  a  decent  home  and  a  suitable 
living  environment  for  all  persons,  but 
principally  those  of  low  and  moderate 
income; 

(4)  The  expansion  and  improvement 
of  the  quantity  and  quality  of  com¬ 
munity  services,  principally  for  persons 
of  low  and  moderate  income,  which  are 
essential  for  sound  community  develop¬ 
ment  and  for  the  development  of  viable 
urban  communities; 

(5)  A  more  rational  utilization  of  land 
and  other  natural  resources  and  the  bet¬ 
ter  arrangement  of  residential,  commer¬ 
cial,  industrial,  recreational,  and  other 
needed  activity  centers; 

(6)  The  reduction  of  the  Isolation  of 
income  groups  within  communities  and 
geographical  areas  and  the  promotion  of 
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an  increase  in  the  diversity  and  vitality 
of  neighborhoods  through  the  spatial 
deconcentration  of  housing  opportunities 
for  persons  of  lower  income  and  the  re¬ 
vitalization  of  deteriorating  or  deterio¬ 
rated  neighborhoods  to  attract  persons 
of  higher  income;  and 

(7)  The  restoration  and  preservation 
of  properties  of  special  value  for  historic, 
architectural  or  esthetic  reasons. 

(b)  It  is  also  the  purpose  of  this  Part 
to  further  the  development  of  a  national 
urban  growth  policy  by  consolidating  a 
number  of  complex  and  overlapping  pro¬ 
grams  of  financial  assistance  to  commu¬ 
nities  of  varying  sizes  and  needs  into  a 
consistent  system  of  Federal  aid  which : 

(1)  Provides  assistance  on  an  annual 
basis,  with  maximum  certainty  and  mini¬ 
mum  delay,  upon  which  communities  can 
rely  in  their  planning ; 

(2)  Encourages  community  develop¬ 
ment  activities  which  are  consistent  with 
comprehensive  local  and  areawide  devel¬ 
opment  planning ; 

(3)  Furthers  achievement  of  the  na¬ 
tional  housing  goal  of  a  decent  home 
and  a  suitable  living  environment  for 
every  American  family;  and 

(4)  Fosters  the  undertaking  of  hous¬ 
ing  and  community  development  activ¬ 
ities  in  a  coordinated  and  mutually  sup¬ 
portive  manner. 

§  570.3  Definitions. 

(a)  “Act”  means  Title  I  of  the  Housing 
and  Community  Development  Act  of 
1974,  P.L.  93-383. 

(b)  “Basic  grant  amount”  means  the 
amount  of  funds  which  a  metroplitan 
city  or  urban  county  is  entitled  to  receive 
under  this  Part  as  determined  by  the 
formula  based  on  factors  pertaining  to 
population,  extent  of  poverty,  and  extent 
of  housing  overcrowding  provided  in 
Subpart  B. 

(c)  “City”  means  (1)  any  unit  of  gen¬ 
eral  local  government  which  is  classified 
as  a  municipality  by  the  United  States 
Bureau  of  the  Census  or  (2)  any  other 
unit  of  general  local  government  which 
is  a  town  or  township  and  which,  in  the 
determination  of  the  Secretary,  (i)  pos¬ 
sesses  powers  and  performs  functions 
comparable  to  those  associated  with  mu¬ 
nicipalities,  (ii)  is  closely  settled  and  (iii) 
contains  within  its  boundaries  no  incor¬ 
porated  places  as  defined  by  the  United 
States  Bureau  of  the  Census. 

(d)  “Community  Development  Pro¬ 
gram”  means  the  program  formulated  by 
the  applicant  in  its  application  to  HUD 
as  described  in  Subpart  D  which  (1)  in¬ 
cludes  the  activities  to  be  undertaken  to 
meet  its  community  development  needs 
and  objectives  identified  in  its  summary 
community  development  plan,  together 
with  the  estimated  costs  and  general  lo¬ 
cation  of  such  activities,  (2)  indicates 
resources  other  than  those  provided 
under  this  Part  which  are  expected  to 
be  made  available  toward  meeting  its 
identified  needs  and  objectives,  and  (3) 
takes  into  account  appropriate  environ¬ 
mental  factors. 

(e)  “Discretionary  grant”  means  a 
grant  made  from  the  Secretary’s  fund, 
from  the  transition  fund  for  urgent  com¬ 


munity  development  needs,  and  from 
the  general  purpose  funds  for  metro¬ 
politan  and  nonmetropolitan  areas  as  de¬ 
scribed  more  fully  in  8  570.104(a),  (b), 

(c)  (1) ,  and  (c)  (2) ,  respectively. 

(f)  “Entitlement  amount”  means  the 
amount  to  be  received  by  a  unit  of  gen¬ 
eral  local  government  consisting  of  its 
basic  grant  amount  and/or  hold-harm¬ 
less  grant  under  §  570.102  and  §  570.103. 

(g)  “Extent  of  housing  overcrowding” 
means  the  number  of  housing  units  with 
1.01  or  more  persons  per  room  based  on 
data  compiled  and  published  by  the 
United  States  Bureau  of  the  Census  for 
1970. 

(h)  “Extent  of  poverty”  means  the 
number  of  persons  whose  income  are 
below  the  poverty  level  based  on  data 
compiled  and  published  by  the  United 
States  Bureau  of  the  Census  for  1970. 
For  the  purposes  of  this  Part,  the  Sec¬ 
retary  has  determined  that  it  is  neither 
feasible  nor  appropriate  to  make  adjust¬ 
ments  in  the  computations  of  “extent 
of  poverty”  for  regional  or  area  varia¬ 
tions  in  income  and  cost  of  living. 

(i)  “Hold-Harmless  amount”  means 
the  amount  which  represents  the  aver¬ 
age  past  level  of  funds  received  by  a 
unit  of  general  local  government  under 
the  consolidated  programs  cited  in 
§  570.1  (c)  and  which  is  used  to  determine 
the  amount  of  the  Hold-Harmless  grant. 

(j)  “Hold-Harmless  grant”  means  that 
amount  of  funds  which  a  unit  of  general 
local  government  is  entitled  to  receive 
in  excess  of  its  basic  grant  amount  under 
§  570.103. 

(k)  “HUD”  means  the  Department  of 
Housing  and  Urban  Development. 

(l)  “Lower  income  families”  means 
those  families  whose  incomes  do  not  ex¬ 
ceed  80  percent  of  the  median  income 
for  the  area,  as  determined  by  the  Sec¬ 
retary  with  adjustments  for  smaller  and 
larger  families,  except  that  the  Secretary 
may  establish  income  ceilings  higher  or 
lower  than  80  percent  of  the  median  for 
the  area  on  the  basis  of  his  findings  that 
such  variations  are  necessary  because  of 
prevailing  levels  of  construction  cost,  un¬ 
usually  high  or  low  family  incomes,  or 
other  factors. 

(m)  “Metropolitan  area”  means  a 
standard  metropolitan  statistical  area, 
as  established  by  the  Office  of  Manage¬ 
ment  and  Budget. 

(n)  “Metropolitan  city”  means  (1)  a 
city  within  a  metropolitan  area  which  is 
the  central  city  of  such  area,  as  defined 
and  used  by  the  Office  of  Management 
and  Budget,  or  (2)  any  other  city,  within 
a  metropolitan  area,  which  has  a  popu¬ 
lation  of  fifty  thousand  or  more. 

(o)  “Population”  means  the  total  resi¬ 
dent  population  based  on  data  compiled 
and  published  by  the  United  States  Bu¬ 
reau  of  the  Census  for  1970. 

(p)  “Secretary  means  the  Secretary 
of  Housing  and  Urban  Development. 

(q)  “State”  means  any  State  of  the 
United  States,  or  any  instrumentality 
thereof  approved  by  the  Governor;  and 
the  Commonwealth  of  Puerto  Rico. 

(r)  “Unit  of  general  local  government” 
means  any  city,  county,  town,  township, 
parish,  village,  or  other  general  purpose 


political  subdivision  of  a  State;  Guam, 
the  Virgin  Islands,  and  American  Samoa 
or  a  general  purpose  political  subdivision 
thereof;  a  combination  of  such  political 
subdivisions  recognized  by  the  Secretary; 
the  District  of  Columbia;  the  Trust  Ter¬ 
ritory  of  the  Pacific  Islands;  and  Indian 
tribes,  bands,  groups,  and  nations,  in¬ 
cluding  Alaska  Indians,  Aleuts,  and  Es¬ 
kimos,  of  the  United  States.  Such  term 
also  includes  a  State  or  a  local  public 
body  or  agency  (as  defined  in  section  711 
of  the  Housing  and  Urban  Development 
Act  of  1970),  a  community  association, 
or  other  entity,  which  is  approved  by  the 
Secretary  for  the  purpose  of  providing 
public  facilities  or  services  to  a  new  com¬ 
munity  as  part  of  a  program  meeting  the 
eligibility  standards  of  section  712  of  the 
Housing  and  Urban  Development  Act  of 
1970  or  Title  IV  of  the  Housing  and  Ur¬ 
ban  Development  Act  of  1968. 

(s)  “Urban  county"  means  any  county 
within  a  metropolitan  area  which,  pur¬ 
suant  to  §  570.105,  (1)  is  authorized 
under  State  law  to  undertake  essential 
community  and  housing  assistance  activ¬ 
ities  in  its  unincorporated  areas,  if  any, 
which  are  not  units  of  general  local  gov¬ 
ernment,  and  (2)  has  a  combined  pop¬ 
ulation  of  two  hundred  thousand  or 
more  (excluding  the  population  of 
metropolitan  cities  therein)  in  such  un¬ 
incorporated  areas  and  in  its  included 
units  of  general  local  government  (i)  in 
essential  community  development  and 
which  it  has  authority  to  undertake 
housing  assistance  activities  and  which 
do  not  elect  to  have  their  population 
excluded  or  (ii)  with  which  it  has  en¬ 
tered  into  cooperation  agreements  to 
undertake  or  to  assist  in  the  undertaking 
of  essential  community  development  and 
housing  assistance  activities. 

Subpart  B — Allocation  and  Distribution  of 
Funds 

§  570.100  General. 

This  section  describes  the  policies  and 
procedures  governing  the  determination 
of  entitlement  for  eligible  units  of  gen¬ 
eral  local  government  to  receive  grants, 
the  entitlement  amounts,  and  the  alloca¬ 
tion  of  appropriated  funds  among  the 
several  distribution  categories  provided 
under  Title  I  of  the  Housing  and  Com¬ 
munity  Development  Act  of  1974. 

§  570.101  Allocation  between  metropol¬ 
itan  and  nonmetropolitan  areas. 

Eighty  percent  of  the  funds  appro¬ 
priated  each  year  for  the  purposes  of 
this  part,  excluding  amounts  for  the 
Secretary’s  discretionary  fund  and  the 
transition  fund  described  in  Subpart  E 
and  excluding  fifty  million  dollars  in 
each  of  Fiscal  Years  1975  and  1976  as 
specified  in  §  570.104,  will  be  allocated 
to  metropolitan  areas,  with  the  balance 
of  twenty  percent  allocated  to  non¬ 
metropolitan  areas,  for  community  de¬ 
velopment  block  grants  in  those  areas, 
respectively. 

§  570.102  Basic  grant  amounts. 

(a)  Metropolitan  cities.  (1)  Of  the 
amount  allocated  to  metropolitan  areas 
pursuant  to  8  570.101,  the  Secretary  will 
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allocate  to  all  metropolitan  cities  an 
amount  of  funds  which  bean  the  same 
ratio  to  the  allocation  for  such  metro¬ 
politan  areas  as  the  average  of  the  ratios 
between — 

(1)  The  population  of  all  metro¬ 
politan  cities  and  the  population  of  all 
metropolitan  areas; 

(ii)  The  extent  of  poverty  in  an  met¬ 
ropolitan  cities  and  the  extent  of  pov¬ 
erty  in  aU  metropolitan  areas;  and 

(iii)  The  extent  of  housing  over¬ 
crowding  by  units  in  all  metropolitan 
cities  and  the  extent  of  housing  over¬ 
crowding  by  units  in  all  metropolitan 
areas. 

(2)  Of  the  amount  allocated  to  all 
metropolitan  cities,  the  Secretary  will 
allocate  to  each  metropolitan  city  a 
basic  grant  amount  which  bears  the 
same  ratio  to  the  aUocatian  for  all 
metropolitan  cities  as  the  average  of  the 
ratios  between — 

(i)  The  population  of  that  city  and  the 
population  of  all  metropolitan  cities; 

(ii)  The  extent  of  poverty  in  that  city 
and  the  extent  of  poverty  in  all  metro¬ 
politan  cities,  and 

(iii)  The  extent  of  housing  overcrowd¬ 
ing  by  units  in  that  city  and  the  extent 
of  housing  overcrowding  by  units  in  all 
metropolitan  cities. 

(3)  In  determining  the  average  of 
ratios  under  paragraph  (a)(1)  and  (2)  of 
this  section,  the  ratio  involving  the  ex¬ 
tent  of  poverty  will  be  counted  twice. 

(4)  Certain  units  of  general  local  gov¬ 
ernment  having  population  of  50,000  or 
more  may  be  eligible  for  entitlement  to 
basic  grant  amounts  although  they  are 
not  classified  as  municipalities  by  the 
U.S.  Bureau  of  the  Census.  In  determin¬ 
ing  eligibility,  primary  reliance  shall  be 
made  on  information  available  from  the 
U.S.  Bureau  of  the  Census  with  respect 
to  population  level,  closeness  of  settle¬ 
ment,  and  presence  of  incorporated 
places  within  the  boundaries  of  the 
governmental  unit. 

(b)  Urban  counties.  (1)  Of  the 
amount  allocated  to  metropolitan  areas 
pursuant  to  S  570.101,  the  Secretary  will 
allocate  to  each  urban  county  a  basic 
grant  amount  determined  by — 

(i)  Calculating  the  total  amount  that 
would  have  been  allocated  to  all  metro¬ 
politan  cities  and  urban  counties 
together  under  paragraph  (a)  (1)  of  this 
section  if  data  pertaining  to  the  popula¬ 
tion,  extent  of  poverty,  and  extent  of 
housing  overcrowding  in  all  urban  coun¬ 
ties  were  Included  in  the  numerator  of 
each  of  the  fractions  described  in  that 
paragraph;  and 

(ii)  Determining  for  each  urban 
county  the  amount  which  bears  the  same 
ratio  to  the  total  amount  calculated 
under  subparagraph  (1)  of  this  para¬ 
graph  as  the  average  of  the  ratios  be¬ 
tween — 

(A)  The  population  of  that  urban 
county  and  the  population  of  all  metro¬ 
politan  cities  and  urban  counties; 

(B)  The  extent  of  poverty  in  that 
urban  county  and  the  extent  of  poverty 
In  all  metropolitan  cities  and  urban 
counties;  and 


(C)  The  extent  of  housing  overcrowd¬ 
ing  by  units  In  that  urban  county  and 
the  extent  of  housing  overcrowding  by 
units  in  all  metropolitan  cities  and  urban 
counties. 

(2)  In  determining  the  average  bf 
ratios  under  paragraph  (b)  (1)  (ii)  of 
this  section,  the  ratio  Involving  the  ex¬ 
tent  of  poverty  will  be  counted  twice. 

(3)  In  computing  amounts  or  exclu¬ 
sions  with  respect  to  an  urban  county  In 
any  fiscal  year,  there  will  be  excluded 
any  metropolitan  city,  any  other  unit  of 
general  local  government  within  the 
county  which  Is  to  receive  a  hold-harm¬ 
less  grant  for  that  fiscal  year  pursuant  to 
§  570.103,  and  any  other  unit  of  general 
local  government  population  of  which 
has  been  excluded  from  the  county’s 
population  as  part  of  the  urban  county 
qualification  process,  pursuant  to 
I  570.105. 

(4)  In  excluding  the  population,  pov¬ 
erty,  and  housing  overcrowding  data  of 
units  of  general  local  government  which 
are  to  receive  a  hold-harmless  grant 
from  the  computations  In  this  para¬ 
graph,  as  required  by  paragraph  (b)  (3) 
Of  this  section,  the  Secretary  will  exclude 
only  two-thirds  of  such  data  for  Fiscal 
Year  1978  and  one-third  of  such  data  for 
Fiscal  Year  1979. 

(c)  Phase-in  provisions.  During  the 
first  three  years  for  which  funds  are  ap¬ 
proved  for  distribution  to  a  metropolitan 
city  or  urban  county,  the  basic  grant 
amount  of  those  cities  and  counties  as 
computed  under  paragraphs  (a)  and  (b) 
will  be  adjusted  if  the  amount  so  com¬ 
puted  for  the  first  year  exceeds  the  city’s 
or  county’s  hold-harmless  amount  for 
that  year  as  determined  under  S  570.103. 
The  adjustments  will  be  made  so  that — 

(1)  The  amount  for  the  first  year  does 
not  exceed  one-third  of  the  full  basic 
grant  amount  or  the  hold-harmless 
amount,  whichever  is  the  greater; 

(2)  The  amount  for  the  second  year 
does  not  exceed  two-thirds  of  the  full 
basic  grant  amount,  or  the  hold-harmless 
amount,  or  the  amount  allowed  under 
pargaraph  (c)  (1)  of  this  section,  which¬ 
ever  Is  the  greatest;  and 

(3)  The  amount  for  the  third  year 
does  not  exceed  the  full  basic  grant 
amount. 

§  570.103  Hold-harmless  grants. 

(a)  Metropolitan  cities  and  urban 
counties.  Any  metropolitan  city  or  ur¬ 
ban  county  having  a  hold-harmless 
amount,  as  calculated  under  paragraph 
(c)  of  this  section,  In  any  fiscal  year 
which  exceeds  its  basic  grant  amount 
for  that  year  as  computed  under  $  570.102 
will  be  entitled  to  receive  a  hold-harmless 
grant.  In  addition  to  Its  basic  grant.  Ex¬ 
cept  as  provided  in  paragraph  (d)  of  this 
section,  the  amount  of  the  hold-harmless 
grant  will  be  equal  to  the  difference  be¬ 
tween  the  basic  grant  amount  and  the 
hold-harmless  amount. 

(b)  Other  units  of  general  local  gov¬ 
ernment.  Any  other  unit  of  general  lo¬ 
cal  government  will  be  entitled  to  receive 
a  hold-harmless  grant  If,  during  the  five 
fiscal  year  period  ending  June  30,  1972 


(or  June  30,  1973,  In  the  case  of  a  lo¬ 
cality  which  first  received  a  grant  for  a 
neighborhood  development  program  In 
that  fiscal  year).  It  had  been  carrying 
out  one  or  more  urban  renewal  projects, 
code  enforcement  programs,  or  neighbor¬ 
hood  development  programs  under  Title 
I  of  the  Housing  Act  of  1949,  or  model 
cities  programs  under  Title  I  of  the  Dem¬ 
onstration  Cities  and  Metropolitan  De¬ 
velopment  Act  of  1966,  under  commit¬ 
ments  for  assistance  entered  Into  with 
HUD  during  that  period.  Except  as  pro¬ 
vided  in  paragraph  (d)  of  this  section, 
such  hold-harmless  grant  Vill  equal  the 
hold-harmless  amount  as  computed  un¬ 
der  paragraph  (c)  of  this  section. 

(c)  Calculation  of  hold-harmless 
amount.  (1)  For  each  unit  of  general 
local  government  having  entitlement  for 
either  a  basic  grant  amount  or  a  hold- 
harmless  grant,  the  Secretary  will  calcu¬ 
late  a  hold-harmless  amount  for  each  of 
the  first  five  fiscal  years  beginning  with 
Fiscal  Year  1975,  and,  for  a  unit  of  gen¬ 
eral  local  government  first  qualifying  for 
a  basic  grant  amount  after  the  fourth 
such  fiscal  year,  for  the  first  two  years 
that  unit  of  general  local  government 
receives  a  basic  grant  amount. 

(2)  The  hold-harmless  amount  will  be 
the  sum  of — 

(1)  The  annual  average  during  the  five 
fiscal  years  ending  June  30,  1972,  of — 

(A)  Commitments  for  grants  for  ur¬ 
ban  renewal  (excluding  neighborhood 
development  programs)  under  Part  A  of 
Title  I  of  the  Housing  Act  of  1949.  For 
the  purposes  of  this  calculation,  “com¬ 
mitments  for  grants”  means  either  reser¬ 
vation  of  funds  at  the  time  of  project 
approval  and  allocation  of  any  funds 
other  than  those  so  reserved. 

(B)  Loans  made  for  the  purpose  of 
rehabilitation  of  property  under  Sec¬ 
tion  312  of  the  Housing  Act  of  1964; 

(C)  Grants  for  open  space  land  proj¬ 
ects,  including  urban  beautification  and 
historic  preservation,  under  Title  VII  of 
the  Housing  Act  of  1961; 

(D)  Grants  for  water  and  sewer  proj¬ 
ects  under  Section  702  of  the  Housing 
and  Urban  Development  Act  of  1965 ; 

(E)  Grants  for  neighborhood  facilities 
under  Section  703  of  the  Housing  and 
Urban  Development  Act  of  1965;  and 

(F)  Loans  for  public  facilities  under 
Title  n  of  the  Housing  Amendments  of 
1955;  and 

(11)  The  average  annual  grant  for  a 
neighborhood  development  program 
under  Part  B  of  Title  I  of  the  Housing 
Act  of  1949  made  during  the  five  fiscal 
years  ending  June  30,  1972,  or  during 
Fiscal  Year  1973  In  the  case  where  the 
Initial  grant  for  this  purpose  was  made  in 
that  fiscal  year;  and 

(ill)  In  the  case  of  a  unit  of  general 
local  government  having  a  model  cities 
program  which  was  funded  or  extended 
In  Fiscal  Year  1973  for  a  period  ending 
after  June  30, 1973,  there  will  be  Included 
In  the  hold-harmless  amount,  amounts 
based  on  the  following  percentages  of  the 
average  annual  grant  made  for  the  model 
cities  program  under  Title  I  of  the 
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Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966  during  fiscal 
years  ending  June  30, 1972 — 

(A)  One  hundred  percent  for  each  of  a 
number  of  years,  which,  when  combined 
with  the  number  of  funding  years  for 
which  the  unit  of  general  local  govern¬ 
ment  has  received  grants  prior  to  Fiscal 
Year  1975,  equals  five. 

(B)  Eighty  percent  for  the  year  im¬ 
mediately  following  year  five  as  deter¬ 
mined  in  paragraph  (c)  (2)  (iii)  (A)  of 
this  section; 

(C)  Sixty  percent  for  the  year  im¬ 
mediately  following  the  y$ar  provided  in 
paragraph  (c)  (2)  (iii)  (B)  of  this  section; 
and 

(D)  Forty  percent  for  the  year  im¬ 
mediately  following  the  year  provided  in 
paragraph  (c)  (2)  (iii)  (C)  of  this  section. 

For  the  purpose  of  calculating  hold- 
harmless  amounts,  the  average  annual 
grant  under  paragraphs  (c)  (2)  (ii)  and 
(iii)  of  this  section  will  be  established  by 
dividing  the  total  amount  of  grants  made 
to  the  unit  of  general  local  government 
by  tht,  number  of  months  of  program 
activity  for  which  such  grants  were  made 
and  multiplying  the  result  by  twelve.  In 
calculating  the  hold-harmless  amount, 
any  portion  of  grants  which  were  made 
as  one-time  payments  for  relocation  costs 
under  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970  (42  U.S.C.  4601)  will  be  ex¬ 
cluded.  In  calculating  the  average  annual 
grant  under  paragraph  (c)  (2)  (iii)  of  this 
section,  the  Secretary  will  exclude 
Planned  Variations  grants  and  grants  for 
such  other  special  purposes  as  relocation 
costs  for  Project  Rehab  in  model  cities 
programs.  In  attributing  credit  to  units 
of  general  local  government  for  grants  or 
loans  for  the  purpose  of  calculating  the 
hold-harmless  amount,  the  Secretary 
will  be  guided  primarily  by  the  location 
of  the  project,  and,  in  addition,  the 
identity  of  the  local  government  which 
contracted  for  such  grants  or  loans. 
Thus,  where  a  county  park  authority  re¬ 
ceived  a  grant  to  provide  recreational 
facilities  in  a  metropolitan  city,  the  city 
would  be  credited  with  the  grant  in  the 
hold-harmless  calculation,  and  not  the 
county. 

(d)  Phase-out  of  hold-harmless.  (1) 
In  determining  the  hold-harmless  grant 
for  Fiscal  Years  1975,  1976,  and  1977, 
the  full  hold-harmless  amount  calcu¬ 
lated  under  paragraph  (c)  of  this  sec¬ 
tion  will  be  used  in  accordance  with 
paragraphs  (a)  and  (b)  of  this  section. 
In  Fiscal  Years  1978  and  1979,  if  the 
hold-harmless  amount  exceeds  the  basic 
grant  amount  for  a  locality  in  any  such 
year,  as  computed  under  §  570.102,  it  will 
be  reduced  so  that — 

(i)  In  Fiscal  Year  1978,  the  excess  of 
the  hold-harmless  amount  over  the  basic 
grant  amount  for  that  year  will  equal 
two-thirds  of  the  difference  between  such 
hold-harmless  and  basic  grant  amounts; 
and 

(ii)  In  Fiscal  Year  1979,  the  excess  of 
the  hold-harmless  amount  over  the  basic 
grant  amount  for  that  year  will  equal 
one-third  of  the  difference  between  such 
hold-harmless  and  basic  grant  amounts. 


(2)  In  Fiscal  Year  1980,  no  hold- 
harmless  grants  will  be  made. 

(3)  In  determining  the  adjustments 
under  paragraph  (d)(1)  of  this  section 
for  units  of  general  local  government  not 
qualifying  for  a  basic  grant,  the  provi¬ 
sions  of  paragraph  (d)  (1)  (1)  and  (ii) 
of  this  section  will  be  applied  as  though 
such  units  had  entitlement  to  a  basic 
grant  amount  of  zero. 

(e)  Waiver  of  hold-harmless.  Any  unit 
of  general  local  government  qualifying 
for  a  hold-harmless  grant  under  the 
conditions  contained  in  paragraph  (b) 
of  this  section  may,  not  later  than  thirty 
days  prior  to  January  1,  1975,  or  not 
later  than  30  days  prior  to  the  beginning 
of  any  fiscal  year  thereafter,  irrevocably 
waive  its  eligibility  for  such  grants.  Such 
waiver  must  be  submitted  to  the  Secre¬ 
tary  in  writing.  In  the  case  of  such  a 
waiver,  the  unit  of  general  local  govern¬ 
ment  shall  not  be  excluded  from  the 
computations  described  in  $  570.102(b) 
(3)  and  5  570.104(c)  (1)  and  (2). 

§  570.104  Funds  for  discretionary  grants. 

(a)  Secretary’s  fund.  From  the 
amount  appropriated  for  community  de¬ 
velopment  block  grants  each  fiscal  year, 
excluding  the  transition  fund  described 
in  paragraph  (f)  and  fifty  million  dol¬ 
lars  in  each  of  Fiscal  Years  1975  and 
1976,  HUD  will  determine  an  amount 
which  is  two  percent  of  such  appropri¬ 
ated  funds  for  use  in  making  grants — 

(1)  In  behalf  of  new  communities  ap¬ 
proved  under  Title  VII  of  the  Housing 
and  Urban  Development  Act  of  1970  or 
Title  IV  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968; 

(2)  To  States  and  units  of  general 
local  government  which  jointly  apply  for 
such  funds  for  addressing  problems  that 
are  areawide  in  scope; 

(3)  In  Guam,  the  Virgin  Islands, 
American  Samoa,  and  the  Trust  Terri¬ 
tory  of  the  Pacific  Islands; 

(4)  To  States  and  units  of  general 
local  government  for  use  in  demonstrat¬ 
ing  innovative  community  development 
projects; 

(5)  To  States  and  units  of  general 
local  government  for  use  in  meeting 
emergency  community  development 
needs  caused  by  disasters  that,  in  the 
determination  of  the  President,  are  of 
sufficient  severity  and  magnitude  to  war¬ 
rant  major  disaster  assistance  by  the 
Federal  Government,  (but  not  more  than 
one-fourth  of  the  total  amount  reserved 
and  set  aside  in  the  Secretary’s  fund 
under  this  section  for  each  year  will  be 
used  for  this  purpose) ;  and 

(6)  To  States  and  units  of  general 
local  government  where  HUD  finds  it 
necessary  to  correct  Inequities  resulting 
from  the  allocation  provisions  of  this 
subpart. 

Grants  from  the  Secretary’s  fund  may 
be  made  in  addition  to  any  other  com¬ 
munity  development  block  grants  which 
may  be  made  under  this  Subpart. 

(b)  Transition  fund.  Using  funds  ap¬ 
propriated  for  Fiscal  Years  1975,  1976 
and  1977  for  this  purpose,  grants  may  be 
made  to  units  of  general  local  govern¬ 
ment  having  urgent  community  delevop- 


ment  needs  which  cannot  be  met  through 
the  operation  of  the  allocation  provisions 
of  this  Subpart.  Grants  under  this  para¬ 
graph  will  be  limited  to  the  total  amount 
appropriated  in  each  fiscal  year  for  this 
purpose. 

(c)  General  purpose  funds — (1)  Met¬ 
ropolitan  areas.  Any  portion  of  the 
amount  allocated  to  metropolitan  areas 
under  §  570.101,  which  remains  after  the 
allocation  of  (A)  basic  grant  amounts  to 
metropolitan  cities  and  urban  counties 
under  §  570.102,  and  (B)  hold-harmless 
grants  to  which  units  of  general  local 
government  in  metropolitan  areas  are 
entitled,  under  §  570.103,  will  be  allocated 
for  grants  to  units  of  general  local  gov¬ 
ernment,  other  than  metropolitan  cities 
and  urban  counties,  and  to  States  for  use 
in  metropolitan  areas,  allocating  for  each 
such  metropolitan  area  an  amount  which 
bears  the  same  ratio  to  the  total  of  those 
remaining  amounts  as  the  average  of  the 
ratios  between — 

(i)  The  population  of  that  metropoli¬ 
tan  area  and  the  population  of  all  metro¬ 
politan  areas; 

(ii)  The  extent  of  poverty  in  that 
metropolitan  area  and  the  extent  of 
poverty  in  all  metropolitan  areas;  and 

(iii)  The  extent  of  housing  over¬ 
crowding  by  units  in  that  metropolitan 
area  and  the  extent  of  housing  over¬ 
crowding  by  units  in  all  metropolitan 
areas. 

In  determining  the  average  ratios  for 
metropolitan  areas,  the  ratio  involving 
the  extent  of  poverty  will  be  counted 
twice;  and  in  computing  amounts  for 
metropolitan  areas  there  will  be  excluded 
any  metropolitan  cities,  urban  counties, 
and  any  units  of  general  local  govern¬ 
ment  which  receive  hold-harmless  grants 
under  §  570.103(b). 

(2)  Nonmetropolitan  areas.  Any  por¬ 
tion  of  the  amount  allocated  to  non¬ 
metropolitan  areas  under  §  570.101  which 
remains  after  providing  the  allocation 
of  hold-harmless  grants  to  which  units 
of  general  local  government  in  nonmet¬ 
ropolitan  areas  are  entitled  under 
§  570.103(b),  will  be  allocated  for  grants 
to  units  of  general  local  government  in 
nonmetropolitan  areas  or  to  States  for 
use  in  nonmetropolitan  areas,  allocating 
for  the  nonmetropolitan  areas  of  each 
State  an  amount  which  bears  the  same 
ratio  to  the  total  of  those  remaining 
amounts  as  the  average  of  the  ratios 
between— 

(i)  The  population  of  the  nonmetro¬ 
politan  area  in  that  State  and  the  popu¬ 
lation  of  the  nonmetropolitan  area  in 
all  States. 

(ii)  The  extent  of  poverty  in  the  non¬ 
metropolitan  area  in  that  State  and  the 
extent  of  poverty  in  the  nonmetropolitan 
area  in  all  States ;  and 

(iii)  The  extent  of  housing  overcrowd¬ 
ing  by  units  in  the  nonmetropolitan  area 
in  that  State  and  the  extent  of  housing 
overcrowding  by  units  in  the  nonmetro¬ 
politan  area  in  all  States. 

In  determining  the  average  of  ratios  for 
nonmetropolitan  areas,  the  ratio  involv¬ 
ing  the  extent  of  poverty  will  be  counted 
twice;  and  in  computing  amounts  for 
nonmetropolitan  areas  there  will  be  ex- 
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eluded  units  of  general  local  government 
in  nonmetropolitan  areas  which  receive 
hold-harmless  grants  under  S  570.103 
Ub>. 

I  (d)  Adjustment  to  exclusions  for  hold- 
harmless  grants.  In  excluding  the  popu¬ 
lation,  poverty  and  housing  overcrowd¬ 
ing  data  of  units  of  general  local  gov¬ 
ernment  which  receive  hold-harmless 
grants  as  required  under  paragraphs 
;  (c)  (1)  and  (2)  of  this  section,  only  two- 
thirds  of  such  data  will  be  excluded  for 
Fiscal  Year  1978  and  one-third  of  such 
data  for  Fiscal  Year  1979. 

(e)  Specific  criteria  for  determining 
recipients  of  discretionary  funds  may  be 
found  in  Subpart  E,  Applications  and 
Criteria  for  Discretionary  Grants. 

§  570.105  Qualification  as  urban  county. 

t  (a)  Determination  of  qualification. 
The  Secretary  will  determine  the  quali¬ 
fications  of  counties  to  receive  entitle¬ 
ments  as  urban  counties  pursuant  to 
§  570.102(b)  upon  receipt  of  applications 
from  counties  In  a  form  and  manner 
prescribed  by  HUD.  The  Secretary  shall 
determine  eligibility  and  applicable  por¬ 
tions  of  each  eligible  county  for  purposes 
of  fund  allocation  under  §  570.102(b)  on 
the  basis  of  Information  available  from 
the  U.S.  Bureau  of  Census  with  respect 
to  population  and  other  pertinent  demo¬ 
graphic  characteristics,  and  based  on  In¬ 
formation  provided  by  the  county  and  its 
Included  units  of  general  local  govern¬ 
ment. 

I  (b)  Qualification  as  an  urban  county. 
A  county  will  qualify  as  an  urban  county 
If  such  county— 
r  (l)  Is  in  a  metropolitan  area; 


services  or  both  In  behalf  of  such 
essential  activities. 

(c)  Essential  activities.  For  purposes 
of  this  section,  the  term  “essential  ac¬ 
tivities”  means  community  renewal  and 
lower  income  housing  activities.  In  de¬ 
termining  whether  a  county  has  the  re¬ 
quired  powers,  the  Secretary  will  con¬ 
sider  both  its  authority  and  the  activities 
previously  undertaken  by  the  county 
pursuant  to  such  authority. 

(d)  Certification  as  to  authority.  A 
county  wishing  to  qualify  as  an  urban 
county  shall,  at  a  time  designated  by 
HUD,  and  on  a  form  prescribed  by  HUD, 
describe  its  authority  for  undertaking  es¬ 
sential  activities. 

Certification  with  respect  to  such  au¬ 
thority  by  the  appropriate  legal  office  of 
the  county  shall  be  accepted  as  conclu¬ 
sive  by  the  Secretary. 

§  570.106  Qualification  and  submission 
dates. 

The  Secretary  will  fix  qualification  and 
submission  dates  necessary  to  permit 
the  computations  and  determinations  re¬ 
quired  under  this  Subpart  to  be  made  In 
a  timely  manner  and  all  such  computa¬ 
tions  and  determinations  will  be  final 
and  conclusive. 

§  570.107  Reallocation  of  funds.  * 

(a)  Metropolitan  areas.  Any  amounts 
allocated  to  a  metropolitan  city,  urban 
county,  or  other  unit  of  general  local 
government  for  basic  grants  or  hold- 
harmless  grants  In  metropolitan  areas 
in  any  fiscal  year  which  are  not  applied 
for  by  the  date  fixed  by  the  Secretary  for 
that  purpose,  or  which  are  disapproved 


(2)  Is  authorized  under  State  law  to  by  the  Secretary  as  part  of  the  applica- 


undertake  essential  community  develop¬ 
ment  and  housing  assistance  activities 
("essential  activities”)  In  its  unincor¬ 
porated  areas.  If  any,  which  are  not  units 
of  general  local  government;  and 

(3)  Has  a  combined  population  of 
200,000  or  more  (excluding  the  popula¬ 
tion  of  metropolitan  cities  therein)  con¬ 
sisting  of  persons  residing — 

(i)  In  such  unincorporated  areas. 

(ii)  In  its  Included  units  of  general 
local  government  In  which  it  is  author¬ 
ized  under  State  law  to  undertake  essen¬ 
tial  activities  (without  the  consent  of 
the  governing  body  of  the  locality)  and 
which  do  not  elect  to  have  their  popula¬ 
tion  excluded  from  that  of  the  county 
pursuant  to  §  570.102(b)  (3). 

>  Oil)  In  Its  included  units  of  general 
local  government  in  which  it  is  author¬ 
ized  to  undertake  essential  activities 
(upon  the  consent  of  the  governing  body 
of  the  locality  and  the  county  has  re¬ 
ceived  such  consent)  and  which  do  not 
elect  to  have  their  population  excluded 
from  that  of  the  county  pursuant  to 
5  570.102(b)(3)  or 

(lv)  In  its  Included  units  of  general 
local  government  with  which  it  has  en¬ 
tered  into  cooperation  agreements  to  un¬ 
dertake  or  to  assist  in  the  undertaking  of 
essential  activities  pursuant  to  com¬ 
munity  development  block  grants.  Such 
cooperation  agreements  may  consist  of 
the  provision  by  the  county  of  funds  or 


tion  review  or  program  monitoring  proc¬ 
esses,  will  be  reallocated  for  use  by  the 
Secretary  In  making  grants  to  States, 
metropolitan  cities,  urban  counties,  or 
units  of  general  local  government;  first, 
In  any  metropolitan  area  In  the  same 
State,  and  second.  In  any  other  metro¬ 
politan  area.  Any  other  amounts  allo¬ 
cated  to  a  metropolitan  area  for  any 
fiscal  year  under  $  570.104(c)  (1)  which 
the  Secretary  determines,  on  the  basis  of 
applications  and  other  evidence  avail¬ 
able,  are  not  likely  to  be  fully  obligated 
by  the  Secretary  during  the  fiscal  year 
for  which  the  allocation  has  been  made, 
will  be  reallocated  by  the  Secretary  sufr 
flciently  prior  to  the  close  of  the  fiscal 
year  to  allow  a  reasonable  expectation 
that  the  funds  may  be  used  for  making 
grants  within  that  fiscal  year  to  States, 


tary  for  use  in  making  grants  to  units  of 
general  local  government  In  nonmetro¬ 
politan  areas  In  any  other  State  or  to 
any  other  State  for  use  outside  of  metro¬ 
politan  areas.  Any  other  amounts  allo¬ 
cated  to  nonmetropolitan  areas  of  a 
State  for  any  fiscal  year  under  §  570.104 
(c)  (2)  which  the  Secretary  determines, 
on  the  basis  of  application  and  other 
evidence  available,  are  not  likely  to  be 
fully  obligated  during  the  fiscal  year  for 
which  the  allocation  has  been  made,  will 
be  reallocated  by  the  Secretary  suffi¬ 
ciently  prior  to  the  close  of  the  fiscal 
year  to  allow. a  reasonable  expectation 
that  the  funds  may  be  used  for  making 
grants  within  that  fiscal  year  to  units  of 
general  local  government  In  nonmetro¬ 
politan  areas  of  other  States  and  to  other 
States  for  use  in  nonmetropolitan  areas. 

(c)  Fiscal  year  reallocation.  Funds  re¬ 
allocated  for  any  fiscal  year  which  are 
not  used  within  that  fiscal  year  will  re¬ 
main  available  for  the  same  use  in  subse¬ 
quent  fiscal  years. 

Subpart  C — Eligible  Activities 
§  570.200  Eligible  activities. 

(a)  Grant  assistance  for  a  community 
development  program  is  available  for  the 
following  activities: 

(1)  Acquisition  In  whole  or  In  part  by 
purchase,  lease,  donation,  or  otherwise, 
of  real  property  (including  air  rights, 
water  rights,  and  other  Interests  there¬ 
in),  which  is — 

(I)  Blighted,  deteriorated,  deteriorat¬ 
ing,  undeveloped,  or  Inappropriately  de¬ 
veloped  from  the  standpoint  of  sound 
community  development  and  growth,  as 
determined  by  the  recipient  pursuant  to 
State  and  local  laws; 

(II)  Appropriate  for  rehabilitation  or 
conservation  activities; 

(ill)  Appropriate  for  the  preservation 
or  restoration  of  historic  sites,  the  beau¬ 
tification  of  urban  land,  the  conservation 
of  open  spaces,  natural  resources,  and 
scenic  aretis,  the  provision  of  recreational 
opportunities,  or  the  guidance  of  urban 
development; 

1 .  (iv)  To  be  used  for  the  provision  of 
public  works,  facilities,  and  improve¬ 
ments  eligible  for  assistance  under  para¬ 
graph  (a)  (2)  of  this  section;  or 

(v)  To  be  used  for  other  public  pur- 
-  poses,  including  the  conversion  of  land 
to  other  uses  where  necessary  or  appro- 
l  priate  to  the  community  development 
1  program. 

I  (2)  Acquisition,  construction,  recon  - 
•  struction,  or  installation  of  the  following 


metropolitan  cities,  urban  counties,  and  public  works,  facilities,  and  site  or  other 


units  of  general  local  government,  first. 
In  that  or  any  other  metropolitan  area 
In  the  same  State,  and  second.  In  any 
other  metropolitan  area. 


(b)  Nonmetropolitan 


Improvements:  neighborhood  facilities, 
senior  centers,  historic  properties,  util¬ 
ities,  streets,  street  lights,  water  and 
sewer  facilities,  foundations  and  plat- 


amounts  allocated  to  a  unit  of  general 
local  government  for  any  fiscal  year  for 
hold-harmless  grants  In  a  nonmetro- 


AHy  forms  for  air  rights  sites,  pedestrian  malls 


and  walkways,  and  parks,  playgrounds 
and  other  facilities  for  recreational  par¬ 
ticipation;  flood  and  drainage  facilities 


politan  area  which  are  not  applied  for  cases  where  assistance  for  such  facil- 
by  the  date  fixed  by  the  Secretary  for  itles  has  been  determined  to  be  unavail- 


that  purpose,  or  which  are  disapproved 
by  the  Secretary  as  part  of  the  applica¬ 
tion  review  or  program  monitoring  proc¬ 
esses,  will  be  reallocated  by  the  Sec  re- 


able  under  other  Federal  laws  or  pro¬ 
grams  pursuant  to  the  provisions  of 
S  570.608;  and  parking  facilities,  solid 
waste  dlsnnsal  facilities,  and  fire  protec- 
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tion  services  and  facilities  which  are  lo-  Real  Property  Acquisition  Policies  Act  ipal  purposes,  courthouses,  police  sta- 
cated  in  areas  in  which  other  activities  of  1970  (42  U.S.C.  4601).  tions,  and  other  municipal  office  build- 

described  in  §  570.303(b)  are  being  car-  (12)  Activities  necessary  (i)  to  develop  tags; 

ried  out.  a  comprehensive  community  develop-  (2)  Stadiums,  sports  arenas,  audltori- 

(3)  Code  enforcement  in  deteriorated  ment  plan  (which  plan  may  address  the  urns,  concert  halls,  cultural  and  art  cen- 
or  deteriorating  areas  in  which  such  en-  needs,  strategy,  and  objectives  to  be  sum-  ters,  convention  centers,  museums,  and 
forcement,  together  with  public  improve-  marized  in  the  application  pursuant  to  similar  facilities  which  are  used  by  the 
ments  and  services  to  be  provided,  is  ex-  §  570.303(a)  but.  may  treat  only  such  general  public  primarily  as  spectators  or 
pected  to  arrest  the  decline  of  the  area,  public  services  as  are  necessary  or  appro-  observers; 

(4)  Clearance,  demolition,  removal,  priate  to  support  activities  meeting  such  (3)  Schools  generally,  including  ele- 
and  rehabilitation  of  buildings  and  im-  needs  and  objectives) ,  and  (ii)  to  develop  mentary,  secondary,  college  and  univer- 
provements  (including  (i)  interim  assist-  a  policy-planning-management  capacity  sity  facilities,  but  excluding  a  neighbor- 
ance  to  alleviate  harmful  conditions  in  so  that  the  recipient  may  more  rationally  hood  facility  or  senior  center  in  which 
which  immediate  public  action  is  needed  and  effectively  (A)  determine  its  needs,  classes  in  practical  and  vocational  activi- 
and  (ii)  financing  rehabilitation  of  pri-  (B)  set  long-term  goals  and  short-term  ties  (such  as  first  aid,  homemaking, 
vately  owned  properties  through  the  use  objectives,  (C)  devise  programs  and  ac-  crafts,  etc.)  may  be  taught; 

of  grants,  direct  loans,  loan  guarantees,  tivities  to  meet  the  goals  and  objectives,  (4)  Airports,  subways,  trolley  lines,  bus 
and  other  means,  when  in  support  of  (D)  evaluate  the  progress  of  such  pro-  or  other  transit  terminals,  or  stations, 
other  activities  described  in  §  570.303  grams  in  accomplishing  these  goals  and  and  other  transportation  facilities;  and 
(b) ) .  objectives,  and  (E)  carry  out  manage-  (5)  Hospitals  and  other  medical  facili- 

(5)  Special  projects  directed  to  the  re-  ment,  coordination,  and  monitoring  of  ties  open  to  the  public  generally,  but  ex- 

moval  of  material  and  architectural  bar-  activities  necessary  for  effective  planning  eluding  a  neighborhood  facility  or  senior 
riers  which  restrict  the  mobility  and  ac-  implementation.  center  in  which  health  services  are  of- 

cessibility  of  elderly  and  handicapped  (13)  Payment  of  reasonable  adminis-  fered. 

persons.  trative  costs  and  carrying  charges  related  (b)  Operating  and  maintenance  ex- 

(6)  Payments  to  housing  owners  for  to  the  planning  and  execution  of  com-  penses.  Except  for  the  public  services  de¬ 

losses  of  rental  income  incurred  in  hold-  munity  development  and  housing  activi-  scribed  in  §  570.200(a)  (8),  the  Interim 
tag  for  temporary  periods  housing  units  ties,  including  the  provision  of  lnforma-  assistance  authorized  under  §  570.200 
to  be  utilized  for  the  relocation  of  in-  tion  and,  at  the  discretion  of  the  recipi-  (a)  (4) ,  and  fire  protection  services 
dividuals  and  famines  displaced  by  pro-  ent,  of  resources  to  residents  of  areas  in  authorized  in  §  570.200(a)  (2),  operating 
gram  activities.  which  other  community  development  ac-  and  maintenance  expenses  in  connection 

(7)  Disposition,  through  sale,  lease,  tivities  described  in  §  570.303(b)  and  the  with  community  services  and  facilities 
donation,  or  otherwise  of  any  real  prop-  housing  activities  covered  in  the  Housing  are  not  eligible.  Examples  include  main- 
erty  acquired  pursuant  to  this  Part  or  its  Assistance  Plan  described  in  §  570.303(c)  tenance  and  repairs  of  water  and  sewer 
retention  for  public  purposes,  provided  are  to  be  concentrated  with  respect  to  the  and  parking  facilities,  and  salaries  of 
that  the  proceeds  from  any  such  disposi-  planning  and  execution  of  such  activities,  staff  operating  such  facilities. 


tion  shall  be  expended  only  for  activities 
In  accordance  with  this  part. 

(8)  Provision  of  public  services  not 
otherwise  available  in  areas,  or  serving 
residents  of  areas,  in  which  the  recipient 
Is  undertaking,  or  will  undertake,  other 
activities  described  in  §  570.303(b) ,  where 
such  services  are  determined  to  be  neces¬ 
sary  or  appropriate  to  support  such  other 
activities  and  where  assistance  in  provid¬ 
ing  or  securing  such  services  under  other 
applicable  Federal  laws  or  programs  has 
been  applied  for  and  denied  or  not  made 
available  pursuant  to  the  provisions  of 
§  570.608.  For  the  purposes  of  this  para¬ 
graph,  such  services  shall  be  directed  to¬ 
ward  (i)  improving  the  community’s 
public  services  and  facilities  concerned 
with  the  employment,  economic  develop¬ 
ment,  crime  prevention,  child  care, 
health,  drug  abuse,  education,  welfare, 
or  recreation  needs  of  persons  residing 
in  such  areas,  and  (ii)  coordinating  pub¬ 
lic  and  private  development  programs. 

(9)  Payment  of  the  non-Federal  share 
required  in  connection  with  a  Federal 
grant-in-aid  program  undertaken  as  part 
of  the  community  development  program 
pursuant  to  §  570.303(b) . 

(10)  Payment  of  the  cost  of  complet¬ 
ing  a  project  funded  under  Title  I  of  the 
Housing  Act  of  1949,  including  the  pro¬ 
visions  for  financial  settlement  contained 
in  Subpart  I. 

(11)  Relocation  payments  and  assist¬ 
ance  for  individuals,  families,  busi¬ 
nesses,  organizations,  and  farm  opera¬ 
tions  displaced  by  sic  tivities  assisted 
under  this  Part,  including  all  benefits  at 
least  equal  to  the  minimum  levels  estab¬ 
lished  under  the  Uniform  Relocation  and 


Notwithstanding  anything  to  the  con¬ 
trary  in  this  section  or  in  §  570.201,  any 
ongoing  activity  being  carried  out  in  a 
model  cities  program  shall  be  eligible  for 
funding  under  this  Part  from  that  por¬ 
tion  of  the  hold-harmless  amount  at¬ 
tributable  to  such  model  cities  program 
as  calculated  pursuant  to  §  570.103(c)  (2) 
(iii)  (A) . 

(c)  Costs  incurred  in  carrying  out  the 
program,  whether  charged  to  the  pro¬ 
gram  on  a  direct  or  an  indirect  basis, 
must  be  in  conformance  with  the  re¬ 
quirements  of  Federal  Management  Cir¬ 
cular  74-4,  “Cost  Principles  Applicable 
to  Grants  and  Contracts  with  State  and 
Local  Governments,”  except  as  modified 
in  these  regulations. 

§  570.201  Ineligible  activities. 

The  following  listing  of  ineligible  ac¬ 
tivities  is  illustrative: 

(a)  Public  facilities.  The  general  rule 
is  that  a  public  facility  is  Ineligible  to  be 
provided  unless  it  is  specifically  men¬ 
tioned  in  S  570.200(a)  (2),  or  was  previ¬ 
ously  eligible  under  any  of  the  programs 
consolidated  by  the  Act  (except  the  pub¬ 
lic  facilities  loan  program,  the  model 
cities  program,  and  as  an  urban  renewal 
local  grant-in-aid  eligible  under  section 
110(d)  (3)  of  the  Housing  Act  of  1949) 
and  cited  in  S  570.1(c).  Examples  of  fa¬ 
cilities  which  cannot  be  provided  with 
these  funds  include  the  following: 

(1)  Buildings  and  facilities  for  the 
general  conduct  of  government,  such  as 
city  halls  and  other  headquarters  of  gov¬ 
ernment  (where  the  governing  body 
meets  regularly),  of  the  recipient  and 
which  are  predominantly  used  for  munic- 


(c)  General  government  expenses.  Ex¬ 
penses  required  to  carry  out  the  regular 
responsibilities  of  the  unit  of  general 
local  government  are  not  eligible.  Ex¬ 
amples  include  all  ordinary  general  gov¬ 
ernment  expenditures  not  related  to  the 
community  development  program  de¬ 
scribed  pursuant  to  §  570.303(b). 

(d)  Political  activities.  No  expendi¬ 
ture  may  be  made  for  the  use  of  equip¬ 
ment  or  premises  for  political  purposes, 
sponsoring  or  conducting  candidates’ 
meetings,  engaging  in  voter  registration 
activity  or  voter  transportation  (except 
where  part  of  the  communitywide  regis¬ 
tration  drive  sponsored  by  the  unit  of 
general  local  government) ,  or  other  par¬ 
tisan  political  activities. 

(e)  New  housing  construction.  Con-  - 
struction  of  new  permanent  residential 
structures  is  not  a  permissible  use  of 
funds  provided  under  this  Part,  except 
as  provided  under  24  CFR  Part  43. 

(f)  Income  payments.  Except  as 
authorized  under  §  570.200,  funds  may 
not  be  expended  for  direct  income  pay¬ 
ments  for  housing  or  for  any  other  pur¬ 
pose.  Examples  include  payments  for  in-  ' 
come  maintenance  and  housing  allow¬ 
ances. 

Subpart  D — Application  for  Entitlement  : 

Grants  j 

§  570.300  Pre-submissions. 

(a)  Timing  of  submission  of  applica¬ 
tions.  The  Secretary  will  establish  the.; 
earliest  and  latest  dates  for  submission 
of  an  application  for  each  fiscal  year. 
Applications,  or  draft  materials  relating 
to  applications,  received  before  the 
earliest  date  will  be  returned  to  the  ap-  . 
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plicant  without  review.  For  fiscal  year 
1975,  the  earliest  date  for  submission  of 
an  application  shall  be  December  1, 
1974;  the  latest  date  shall  be  April  15, 
1975,  unless  specifically  waived  by  the 
Secretary.  Prior  to  the  earliest  date  for 
submission  of  an  application  for  each 
fiscal  year,  HUD  will  provide  all  appli¬ 
cants  with  forms  and  instructions.  In¬ 
cluding  the  actual  or  estimated  entitle¬ 
ment  amount.  Entitlement  applicants 
wishing  to  apply  for  discretionary  grants 
shall  follow  the  procedures  described  in 
subpart  E,  Applications  and  Criteria  for 
Discretionary  Grants. 

(b)  Meeting  the  requirements  of  OMB 
Circular  A-95.  Applicants  must  comply 
with  the  procedures  set  forth  in  OMB 
Circular  A-95  which  require  the  submis¬ 
sion  of  the  application  to  the  appropriate 
clearinghouse  for  review  and  comment 
prior  to  submission  to  HUD.  Special  pro¬ 
cedures  developed  for  the  community 
development  program  provide  for  a 
single  45-day  period  for  review  of  the 
entire  application  including  the  descrip¬ 
tion  of  proposed  activities. 

§  570.301  Program  year. 

(a)  First  program  year.  The  first  pro¬ 
gram  year  shall  start  on  the  date  of  HUD 
approval  of  the  application  and  shall  run 
for  twelve  consecutive  months,  except 
when  modified  under  the  provisions  of 
paragraph  (b)  of  this  section. 

(b)  Subsequent  program  years.  The 
second  program  year  shall  normally 
begin  twelve  months  after  the  beginning 
date  of  the  first  program  year.  However, 
an  applicant  may  request  to  shorten 
the  first  program  year  by  no  more  than 
three  calendar  months  in  order  to  meet 
urgent  local  needs  and  objectives  or  to 
conform  the  program  year  to  State  or 
local  budgeting  requirements.  The  ap¬ 
plicant  shall  not  submit  an  application 
for  a  program  year  beginning  prior  to 
the  end  of  the  preceding  twelve-month 
program  year  without  the  prior  concur¬ 
rence  of  the  HUD  Area  Office. 

§  570.302  Advance  of  funds. 

(a)  Request  for  advanc.  For  the  first 
program  year  beginning  after  January  1, 
1975,  an  applicant  may  request  an  ad¬ 
vance  of  funds  in  an  amount  not  to  ex¬ 
ceed  ten  percent  of  its  entitlement 
amount.  A  request  for  advance  may 
be  submitted  to  the  appropriate  HUD 
Area  Office  no  earlier  than  December  1, 
1974.  An  advance  of  funds  may  not  be 
approved  prior  to  January  1,  1975,  and 
the  applicants’  program  year  does  not 
begin  until  approval  of  a  full  applica¬ 
tion  for  a  grant.  The  Request  for  Ad¬ 
vance  shall  be  in  a  form  and  manner  pre¬ 
scribed  by  HUD  and  shall  identify  and 
estimate  the  cost  of  the  activities  to  be 
carried  out  with  the  advance. 

(b)  Eligible  uses  of  advance  funds. 
Advance  funds  will  be  made  available  for 
the  following  purposes; 

(1)  To  plan  and  prepare  for  the  im¬ 
plementation  of  activities  to  be  assisted 
under  this  part;  and 

(2)  To  continue  previously  approved 
urban  renewal  (including  Neighborhood 
Development  Program)  activities  being 


carried  out  under  Title  I  of  the  Housing 
Act  of  1949  or  previously  approved  model 
cities  activities  being  carried  out  under 
Title  I  of  the  Demonstration  Cities  and 
Metropolitan  Development  Act  of  1966. 

§  570.303  Application  requirements. 

An  application  for  a  grant  shall  con¬ 
form  and  be  limited  to  the  prescribed 
HUD  forms  and  content  and  shall  in¬ 
clude  the  following  items: 

(a)  Community  development  plan 
summary.  The  application  shall  include 
a  summary  of  a  three-year  community 
development  plan  which  identifies  com¬ 
munity  development  needs,  demonstrates 
a  comprehensive  strategy  for  meeting 
those  needs,  and  specifies  both  short- 
and  long-term  community  development 
objectives  which  have  been  developed 
in  accordance  with  areawide  develop¬ 
ment  planning  and  national  urban 
growth  policies.  The  plan  shall  be  writ¬ 
ten  in  a  manner  to  encompass  the  needs, 
strategy  and  objectives  designed  to 
eliminate  or  prevent  slums,  blight,  and 
deterioration  where  such  conditions  or 
needs  exist,  and  to  provide  improved 
community  development  facilities  and 
public  improvements,  including  the  pro¬ 
vision  of  supporting  health,  social,  and 
similar  services  where  necessary  and 
appropriate.  In  identifying  the  needs  the 
applicant  shall  take  into  consideration 
any  special  needs  found  to  exist  in  any 
identifiable  segment  of  the  total  group 
of  low-income  persons  in  the  community. 
With  respect  to  areawide  planning, 
the  applicant  must  give  careful  con¬ 
sideration  to  applicable  areawide  plans 
but  need  not  conform  rigidly  to  such 
plan  or  secure  approval  of  areawide  plan¬ 
ning  agencies. 

(b)  Community  development  pro¬ 
gram.  (1)  The  application  shall  include 
a  summary  of  a  community  development 
program  which: 

(1)  Includes  the  activities  to  be  under¬ 
taken  with  the  funds  provided  under  this 
Part  for  the  program  year  to  meet  the 
community  development  needs  and  ob¬ 
jectives  together  with  the  estimated  costs 
and  general  location  of  such  activities 
as  shown  on  accompanying  maps  of 
census  tracts  or  enumeration  districts 
which  include  the  demographic  data  of 
prevailing  population  characteristics; 

(ii)  Indicates  resources  other  than 
those  provided  under  this  Part  which 
are  expected  to  be  made  available  dur¬ 
ing  the  program  year  toward  meeting 
the  identified  needs  and  objectives;  and 

(iii)  Takes  into  account  appropriate 
environmental  factors. 

(2)  An  applicant  may  provide  in  the 
community  development  program  for  the 
planned  expenditure  of  program  year 
funds  in  the  subsequent  program  year. 

(c)  Housing  assistance  plan.  The  ap¬ 
plication  shall  contain  a  housing  assist¬ 
ance  plan  which: 

(1)  Accurately  surveys  the  condition 
of  the  housing  stock  in  the  community. 
The  applicant  shall  present  in  summary 
form  a  description  of  housing  conditions 
(to  the  extent  this  Information  is  gener¬ 
ally  available)  by  number  of  units  in 
standard  condition,  in  substandard  con¬ 


dition,  or  in  deteriorating  condition, 
distinguishing  the  numbers  which  are 
occupied  and  which  are  vacant,  and 
further  distinguishing  to  the  extent  pos¬ 
sible,  among  those  which  are  identified 
as  in  substandard  or  deteriorating  con¬ 
dition,  the  number  that  are  or  may  be 
suitable  for  rehabilitation. 

(2)  Estimates  the  housing  assistance 
needs  of  lower  income  persons  (including 
elderly  and  handicapped  persons,  large 
families,  and  persons  displaced  or  to  be 
displaced)  either  already  residing  in  the 
community,  or  planning  or  expected  to 
reside  in  the  community  as  a  result  of 
planned  or  existing  employment  facili¬ 
ties.  The  assessment  of  housing  assist¬ 
ance  needs  of  lower-income  persons 
should  take  into  consideration  any 
special  needs  found  to  exist  in  any 
Identifiable  segment  of  the  total  group  of 
lower-income  persons  in  the  community. 

(3)  Specifies  a  realistic  annual  goal 
for  the  number  of  dwelling  units  or  per¬ 
sons  to  be  assisted  including  the  relative 
proportion  of  new,  rehabilitated  and  ex¬ 
isting  dwelling  units,  and  the  sizes  and 
types  of  housing  projects  and  assistance 
best  suited  to  the  needs  of  lower  income 
persons  in  the  community.  This  state¬ 
ment  of  the  annual  goal  for  dwelling 
units  to  be  assisted  shall  take  into  con¬ 
sideration  the  housing  conditions  and 
needs  summarized  pursuant  to  the  two 
preceding  paragraphs  of  this  section  and 
shall  anticipate  progress  toward  meeting 
those  needs.  The  goals  for  new,  rehabili¬ 
tated,  and  existing  units  should  be  con¬ 
sistent  with  the  findings  pursuant  to 
S  570.303(c)  (1)  with  respect  to  the 
availability  of  existing  units  and  the 
suitability  of  existing  units  for  rehabili¬ 
tation.  HUD  field  offices  will  advise  ap¬ 
plicants  of  the  allocation  of  housing  as¬ 
sistance  resources  pursuant  to  section 
213  of  the  Housing  and  Community  De¬ 
velopment  Act  of  1974,  prior  to  submis¬ 
sion  of  the  housing  assistance  plan  by 
the  locality. 

(4)  Indicates  the  general  locations  of 
proposed  housing  for  lower  Income  per¬ 
sons,  with  the  objective  of: 

(i)  Furthering  the  revitalization  of 
the  community,  including  the  restora¬ 
tion  and  revitalization  of  stable  neigh¬ 
borhoods  to  the  maximum  extent 
possible. 

(ii)  Promoting  greater  choice  of  hous¬ 
ing  opportunities  and  avoiding  undue 
concentrations  of  assisted  housing  in 
areas  containing  a  high  proportion  of 
low-income  persons. 

(iii)  Assuring  the  availability  of  pub¬ 
lic  facilities  and  services  adequate  to 
serve  proposed  housing  projects. 

(5)  Includes  a  map  showing  the  con¬ 
centration  of  minority  groups  in  the  var¬ 
ious  census  tracts  or  enumeration  dis¬ 
tricts  which  make  up  the  geographic 
boundaries  of  the  applicant. 

(d)  Community  Development  pro¬ 
gram  budget.  The  applicant  shall  sub¬ 
mit  a  Community  Development  program 
budget  on  forms  prescribed  by  HUD. 
Each  applicant  shall  Include  sufficient 
funds  in  each  year’s  budget  to  fully 
fund  all  displacement  expected  to  be 
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caused  by  that  year’s  Community  De¬ 
velopment  program  activities. 

(e)  Certifications.  The  applicant  shall 
submit  certifications,  in  such  forms  as 
HUD  may  prescribe,  providing  assur¬ 
ances  that: 

(1)  The  program  win  be  conducted 
and  administered  in  conformity  with 
Title  VI  of  the  Civil  Rights  Act  of  1964 
(P.L.  88-352);  Title  VIH  of  the  Civil 
Rights  Act  of  1968  (Pi.  90-284) ;  Sec¬ 
tion  109  of  the  Housing  and  Community 
Development  Act  of  1974;  Section  3  of 
the  Housing  and  Urban  Development  Act 
of  1968;  Executive  Order  11246;  Execu- 
tive  Order  11063,  and  any  HUD  reg¬ 
ulations  Issued  to  implement  these 
authorities. 

(2)  Prior  to  submission  of  its  appli¬ 
cation,  the  applicant  has: 

*  (i)  Provided  citizens  with  adequate 

Information  concerning  the  amount  of 
funds  available  for  proposed  community 
development  and  housing  activities,  the 
range  of  activities  that  may  be  under¬ 
taken,  and  other  important  program  re¬ 
quirements, 

.  (ii)  Held  public  hearings  to  obtain  the- 
views  of  citizens  on  community  develop¬ 
ment  and  housing  needs;  and 

(ill)  Provided  citizens  an  adequate 
opportunity  to  participate  in  the  devel- 
,  opment  of  the  application  and  in  the 
development  of  any  revisions,  changes,  or 
amendments. 

(3)  The  applicant  will  comply  with 
the  relocation  requirements  of  Title  n 
and  the  acquisition  requirements  of  Title 
in  of  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970. 

(4)  The  applicant’s  certifying  officer 

(i)  consents  to  assume  the  status  of  a 
responsible  Federal  official  under  the 
National  Environmental  Policy  Act  of 
1969  Insofar  as  the  provisions  of  such 
act  apply  pursuant  to  this  Part,  and  (li) 
is  authorized  and  consents  on  behalf  of 
the  applicant  and  himself  to  accept  the 
jurisdiction  of  the  Federal  courts  for  the 
purpose  of  enforcement  of  his  responsi¬ 
bilities  as  such  an  official. 

(5)  The  applicant’s  financial  manage¬ 
ment  system  complies  with  the  stand¬ 
ards  prescribed  in  OMB  Circular  A-102, 
Attachment  G,  “Standards  for  Financial 
Management  Systems,” 

(6)  Either: 

(i)  The  Community  Development  pro¬ 
gram  has  been  developed  so  as  to  give 
maximum  feasible  priority  to  activities 
which  will  benefit  low-  or  moderate-in¬ 
come  families  or  aid  in  the  prevention  or 
elimination  of  slums  or  blight;  or 

(ii)  The  community  development  pro¬ 
gram  activities  are  designed  to  meet 
other  particularly  urgent  community  de¬ 
velopment  needs,  which  certification  will 
be  accepted  upon  determination  by  the 
Secretary  that  the  program  activities  are 
consistent  with  the  urgency  of  needs  as 
described  in  the  application  and  that 
such  needs  are  not  plainly  inconsistent 
with  generally  available  facts  and  data. 

(f)  Performance  Report.  Beginning 
with  fiscal  year  1976,  and  each  fiscal  year 
thereafter,  the  applicant  shall  submit  an 
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annual  performance  report  as  described 
in  i  570.906. 

§  570.304  Waiver  of  application  require¬ 
ments. 

(a)  Eligible  applicants  for  waiver.  The 
Secretary  may  waive  all  or  part  of  the 
application  requirements  contained  in 
§  570.303  (a)  and  (b)  if  the  applicant 
meets  the  following  criteria: 

(1)  The  applicant  has  a  population  of 
less  than  25,000  according  to  the  most  re¬ 
cent  data  compiled  by  the  Bureau  of 
Census  and  is  located: 

(1)  Outside  a  standard  metropolitan 
statistical  area,  or 

(li)  In«ide  such  an  area  but  outside  an 
“urbanized  area,”  as  defined  by  the  Bu¬ 
reau  of  Census; 

(2)  The  application  relates  to  the  first 
community  development  activity  to  be 
carried  out  by  such  locality  with  assist¬ 
ance  under  this  part;  and 

(3)  The  assistance  requested  is  for  a 
single  development  activity  under  this 
Part  of  a  type  eligible  for  assistance  un¬ 
der  $  570.200(a)  (1)  (iii) ;  and  neighbor¬ 
hood  facilities,  water  and  sewer  facilities, 
historic  properties,  and  parks,  play¬ 
grounds,  and  similar  recreational  facili¬ 
ties  authorized  pursuant  to  §  570.200(a) 
(2). 

(b)  Request  for  Waiver.  In  determin¬ 
ing  that,  having  regard  to  the  nature  of 
the  activities  to  be  carried  out,  a  waiver 
is  not  inconsistent  with  the  purpose  of 
this  part,  the  Secretary  will  approve  a 
waiver:  Provided,  That  the  funds  applied 
for  do  not  exceed  $1,000,000. 

§  570.305  Program  amendments. 

(a)  Mid-year  amendments.  An  appli¬ 
cant  shall  submit  an  amended  applica¬ 
tion  to  the  HUD  Area  Office  if  the  appli¬ 
cant’s  community  development  program 
is  being  revised  so  that  more  than  ten 
percent  of  the  community  development 
program  budget,  excluding  unspecified 
local  option  activities,  is  to  be  used  for 
new  or  different  activities  not  Included 
in  the  approved  community  development 
program.  An  amendment  shall  also  be 
submitted  whenever  the  cumulative  ef¬ 
fect  of  a  number  of  smaller  changes  add 
up  to  an  amount  equal  to  ten  percent  of 
the  budget,  excluding  unspecified  local 
option  activities. 

(b)  Other  program  amendments.  Pro¬ 
gram  amendments  not  requiring  prior 
HUD  approval  pursuant  to  the  preceding 
paragraph  may  be  undertaken  by  the  ap¬ 
plicant,  provided  all  other  requirements 
of  this  part  are  satisfied.  Such  amend¬ 
ments  shall  be  reported  to  HUD  as  part 
of  the  annual  performance  report  re¬ 
quired  with  the  subsequent  annual  appli¬ 
cation  as  described  in  §  570.906. 

(c)  Reprogramming  unobligated 
funds.  Funds  that  will  be  unobligated  at 
the  end  of  a  program  year  may  be  re¬ 
programmed  as  a  part  of  a  subsequent 
year’s  annual  application  for  a  grant. 
Such  a  reprogramming  is  not  a  require¬ 
ment  inasmuch  as  an  applicant  may  con¬ 
tinue  to  carry  out  activities  included  in  a 
prior  year’s  application.  Reprogramming 
is  authorized,  however,  in  order  to  avoid 
subsequent  program  amendments. 
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§  570.306  HUD  review  and  approval  of 
application. 

(a)  Acceptance  of  application.  (1) 
Upon  receipt  of  an  application,  the  HUD 
Area  Office  will  accept  it  for  review,  pro¬ 
vided  that: 

(1)  It  has  been  received  before  the 
close  of  business  on  the  final  date  estab¬ 
lished  by  HUD  for  submission  of  appli¬ 
cations  for  each  fiscal  year; 

(ii)  The  application  requirements 
specified  in  5  570.303  are  complete,  unless 
specifically  waived  pursuant  to  §  570.304; 

(iii)  The  funds  requested  do  not  ex¬ 
ceed  the  entitlement  amount; 

(iv)  The  required  certifications  have 
been  properly  executed;  and 

(v)  The  applicant  has  submitted  evi¬ 
dence  that  it  has  either  received  the 
comments  from  the  appropriate  clear¬ 
inghouse,  pursuant  to  OMB  Circular 
A-95,  or  the  period  for  review  of  the 
application  has  expired. 

(2)  If  the  application  is  accepted  in 

accordance  with  the  preceding  para¬ 
graph,  the  date  of  acceptance  of  the  ap¬ 
plication  win  be  the  date  of  receipt  of 
the  application  in  the  HUD  field  office, 
and  the  applicant  will  be  so  notified.  If 
the  application  is  not  accepted  for  re¬ 
view,  the  applicant  will  be  so  notified, 
and  will  be  advised  of  the  specific  rea¬ 
sons  for  nonacceptance.  _ 

(b)  Scope  of  review.  (1)  HUD  will 
normally  accept  the  applicants’  certifica¬ 
tions,  statements  of  facts  and  data,  and 
other  programmatic  decisions  for  review 
purposes.  HUD  reserves  the  right,  how¬ 
ever  to  consider  substantial  evidence 
which  contradicts  or  challenges  the  cer¬ 
tifications,  facts,  data,  or  other  program¬ 
matic  decisions,  and  to  require  additional 
Information  or  assurances  from  the  ap¬ 
plicant  as  warranted  by  such  evidence. 

(2)  Based  on  that  review,  the  applica¬ 
tion  will  be  approved  unless: 

(1)  On  the  basis  of  significant  facts 
and  data,  generally  available  (whether 
published  data  accessible  to  both  the  ap¬ 
plicant  and  the  Secretary,  such  as  census 
data,  or  other  data  available  to  both  the 
applicant  and  the  Secretary,  such  as  re¬ 
cent  701  comprehensive  planning  data  or 
Workable  Program  data)  and  pertaining 
to  community  and  housing  needs  and  ob¬ 
jectives,  the  Secretary  determines  that 
the  applicant’s  description  of  such  needs 
and  objectives  is  plainly  inconsistent 
with  such  facts  or  data,  or 

(ii)  On  the  basis  of  the  application, 
the  Secretary  determines  that  the  activi¬ 
ties  to  be  undertaken  are  plainly  inap¬ 
propriate  to  meeting  the  needs  and  ob¬ 
jectives  identified  by  the  applicant,  or 

(iii)  The  Secretary  determines  that 
the  application  does  not  comply  with  the 
requirements  of  this  Part  or  other  ap¬ 
plicable  Federal  laws,  or  proposes  activi¬ 
ties  which  are  ineligible  under  this  Part, 
or 

(iv)  On  the  basis  of  the  review  under 
§570.802(b),  the  Secretary  determines 
that  the  applicant’s  proposed  use  of 
funds  will  not  be  sufficient  to*protect  the 
Federal  Government’s  financial  interest 
in  existing  urban  renewal  projects. 

(c)  Approval  or  disapproval  of  appli¬ 
cation.  Within  seventy-five  days  of  the 
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date  of  acceptance  of  the  application,  or 
at  such  earlier  time  as  review  is  com¬ 
pleted,  the  Secretary  will  notify  the  ap¬ 
plicant  that  the  application  has  been 
either  approved  or  disapproved.  In  the 
event  the  Secretary  has  not  mailed  a 
notification  to  the  applicant  within 
seventy-five  days  from  the  date  of  ac¬ 
ceptance  of  the  application  that  it  has 
been  disapproved,  the  application  shall 
be  deemed  to  be  approved.  If  the  appli¬ 
cation  is  disapproved,  the  applicant  shall 
be  informed  of  the  specific  reasons  for 
disapproval. 

(d)  Opportunity  to  correct  deficien¬ 
cies.  Within  the  seventy -five  day  period, 
the  Secretary  will  provide  every  oppor¬ 
tunity  to  an  applicant  to  correct  a  de¬ 
ficiency  or  failure  to  meet  the  require¬ 
ments  of  this  Part.  No  such  action  on  the 
part  of  the  Secretary  shall  in  any  way 
extend  the  seventy-five  day  period  for 
approval  or  disapproval. 

(e)  Approval  of  less  than  full  entitle¬ 
ment.  The  Secretary  may  adjust  the 
entitlement  amount  to  the  extent  iden¬ 
tified  in  an  application  submitted  under 
this  part  designated  for  an  activity  or 
activities  that  are  ineligible  under 
§  570.201,  or  plainly  inappropriate  to 
meeting  the  needs  and  objectives  iden¬ 
tified  by  the  applicant,  where  the  de¬ 
ficiency  has  not  been  corrected  prior  to 
the  expiration  of  the  75-day  review 
period  for  the  application.  Funds  not 
approved  under  the  preceding  sentence 
will  be  reallocated  pursuant  to  §  570.107. 

(f)  Conditional  approval.  The  Secre¬ 
tary  may  make  a  conditional  approval, 
in  which  case  the  full  entitlement 
amount  will  be  approved  but  the  utiliza¬ 
tion  of  funds  for  affected  activities  will 
be  restricted  until  specified  conditions 
are  satisfied.  Conditional  approvals  may 
be  made  where  local  environmental  re¬ 
view  under  §  570.604  have  not  yet  been 
completed,  or  where  the  requirements  of 
§  570.608  regarding  the  provision  of  pub¬ 
lic  services  have  not  yet  been  satisfied. 

Subpart  E — Applications  and  Criteria  for 
Discretionary  Grants 

§  570.400  [Reserved] 

Subpart  F — Grant  Administration 
§  570.500  Grant  contract. 

Upon  approval  of  the  application,  the 
Secretary  will  authorize  the  execution 
of  a  grant  contract  for  a  one-year  period. 
These  regulations  become  a  part  of  the 
grant  contract. 

§  570.501  Method  of  payment. 

(a)  Advance  Payments.  Advance  pay¬ 
ments  will  be  made  by  either  a  letter  of 
credit  or  by  U.S.  Treasury  checks  to  re¬ 
cipients  when  the  following  conditions 
are  met: 

(1)  The  recipient  has  demonstrated 
to  the  Secretary,  initially  through  cer¬ 
tification  in  a  form  prescribed  by  HUD 
and  subsequently  through  performance, 
its  willingness  and  ability  to  establish 
procedures  that  will  minimize  the  time 
elapsing  between  the  transfer  of  funds  to 
it  and  its  disbursement  of  such  funds; 


(2)  The  recipient’s  financial  manage¬ 
ment  system  meets  the  standards  for 
fund  control  and  accountability  pre¬ 
scribed  in  Attachment  G  of  OMB  Circu¬ 
lar  No.  A-102. 

(b)  Reimbursements.  Recipients  which 
do  not  meet  the  above  conditions  will  re¬ 
ceive  grant  payments  by  U.S.  Treasury 
checks  on  a  reimbursement  basis. 

§  570.502  Letter  of  credit. 

A  recipient  meeting  the  conditions 
for  advance  payments  described  in 
§  570.501(a)  will  receive  grant  funds  by 
letter  of  credit  when  there  is  or  will  be 
a  continuing  relationship  between  the 
recipient  and  HUD  for  at  least  a  12- 
month  period  and  the  total  amount  of 
advances  to  be  received  within  that 
period  from  HUD  is  $250,000  or  more. 

§  570.503  Advance  by  Treasury  cheek. 

A  recipient  meeting  the  conditions  for 
advance  payments  described  in  §  570.501 
(a) ,  but  not  meeting  the  conditions  for 
funding  by  letter  of  credit,  will  receive 
grant  funds  by  Treasury  check  on  an  ad¬ 
vance  basis.  Advances  by  Treasury  check 
will  be  for  periods  not  to  exceed  30  days. 

§  570.504  Disbursement  of  transition 
and  planning  advances. 

Advances  made  available  pursuant  to 
§  570.302  will  be  made  through  the  same 
disbursement  method  as  is  appropriate 
for  that  recipient  during  the  first  pro¬ 
gram  year. 

§  570.505  Financial  management  sys¬ 
tems. 

Each  recipient  shall  be  required  to 
maintain  a  financial  management  sys¬ 
tem  which  complies  with  Attachment 
G  of  OMB  Circular  A-102,  “Standards 
for  Grantee  Financial  Management  Sys¬ 
tems.” 

§  570.506  Program  income. 

(a)  Units  of  general  local  government 
shall  be  required  to  return  to  the  Fed¬ 
eral  Government  interest  earned  on 
grant  funds  advanced  by  Treasury  check 
or  letter  of  credit  in  accordance  with  a 
decision  of  the  Comptroller  General  of 
the  United  States  (42  Comp.  Gen.  289) . 

(b)  Proceeds  from  the  sale  of  per¬ 
sonal  property  shall  be  handled  in  ac¬ 
cordance  with  Attachment  N  of  OMB 
Circular  A-102  pertaining  to  Property 
Management. 

(c)  All  other  program  income  earned 
during  the  grant  period  shall  be  retained 
by  the  recipient  and,  in  accordance  with 
the  grant  agreement,  shall  be  added  to 
funds  committed  to  the  program  and  be 
used  in  accordance  with  the  provisions 
of  this  part. 

(d)  Recipients  shall  record  the  re¬ 
ceipt  and  expenditure  of  revenues  related 
to  the  program  (such  as  taxes,  special 
assessments,  levies,  fines,  etc.)  as  a  part 
of  the  grant  program  transactions. 

§  570.507  Procurement  standards. 

Recipients  shall  comply  with  the  re¬ 
quirements  of  Attachment  O  of  OMB 


Circular  A-100,  “Procurement  Stand¬ 
ards.” 

§  570.508  Bonding  and  insurance. 

Recipients  shall  comply  with  the  re¬ 
quirements  of  Attachment  B  of  OMB 
Circular  A-102,  “Procurement  Stand¬ 
ards.” 

§  570.509  Audit. 

(a)  The  Secretary,  the  Comptroller 
General  of  the  United  States,  or  any 
of  their  duly  authorized  representatives, 
shall  have  access  to  all  books,  accounts, 
records,  reports,  files,  and  other  papers 
or  property  of  recipients  or  their  sub¬ 
grantees  and  contractors  pertaining  to 
funds  provided  under  this  Part  for  the 
purpose  of  making  surveys,  audits,  ex¬ 
aminations,  excerpts  and  transcripts. 

(b)  Recipients  shall,  at  least  on  an 
annual  basis,  audit  or  arrange  for  the 
audit  of  their  operations  and  of  sub¬ 
grantees  and  contractors,  in  accordance 
with  criteria  prescribed  by  the  Secretary, 
using  city  or  State  auditors  or  certified, 
licensed  or  registered  public  accountants. 
Audits  of  recipients,  subgrantees  and 
contractors  shall,  at  a  minimum,  be 
sufficiently  comprehensive  in  scope  to 
determine:  (1)  Whether  financial  opera¬ 
tions  are  properly  conducted:  (2)  wheth¬ 
er  the  financial  reports  are  fairly  pre¬ 
sented;  and  (3)  whether  the  available 
information  indicates  that  the  entity 
has  complied  with  applicable  laws,  regu¬ 
lations  and  administrative  requirements. 

(c)  The  Secretary  shall,  at  least  on  an 
annual  basis,  audit  or  arrange  for  the  au¬ 
dit  of  recipients  as  appropriate  giving 
full  consideration  to  the  results  of  audits 
made  by  recipients. 

§  570.510  Retention  of  records. 

Financial  records,  supporting  docu¬ 
ments,  statistical  records,  and  all  other 
records  pertinent  to  the  grant  program 
shall  be  retained  by  the  recipient  for  a 
period  of  three  years  from  the  date  of 
the  submission  of  the  annual  expendi¬ 
ture  report,  except  as  follows: 

(a)  The  records  shall  be  retained  be¬ 
yond  the  three-year  period  if  audit  find¬ 
ings  have  not  been  resolved. 

(b)  Records  for  nonexpendable  prop¬ 
erty  which  was  acquired  with  Federal 
grant  funds  shall  be  retained  for  three 
years  after  its  final  disposition. 

§  570.511  Grant  closeout  procedures. 
[Reserved] 

Subpart  G — Other  Program  Requirements 
§  570.600  Maintenance  of  effort. 

Funds  made  available  under  this  part 
shall  not  be  utilized  to  reduce  substan¬ 
tially  the  amount  of  local  financial  sup¬ 
port  for  community  development  activi¬ 
ties  below  the  level  of  such  support  prior 
to  the  availability  of  such  assistance. 

§  570.601  Limitations  on  local  option 
activities  and  contingency  accounts. 

No  more  than  ten  per  centum  of  the 
estimated  costs  which  are  expected  to  be 
incurred  during  any  program  year  may 
be  designated  for  unspecified  local  option 
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activities,  which  are  eligible  pursuant  to 
Subpart  C,  or  for  a  contingency  account 
for  activities  designated  by  the  appli¬ 
cant  pursuant  to  $  570.303(b) . 

§  570.602  Nondiscrimination. 

(a)  Discrimination  prohibited.  No  per¬ 
son  in  the  United  States  shall  on  the 
ground  of  race,  color,  national  origin  or 
sex,  be  excluded  from  participation  in, 
be  denied  the  benefits  of,  or  be  subjected 
to  discrimination  under,  any  program  or 
activity  funded  in  whole  or  in  part  with 
community  development  funds  made 
available  pursuant  to  this  Part.  For  pur¬ 
poses  of  this  section  “program  or  activ¬ 
ity”  is  defined  as  any  function  conduct¬ 
ed  by  an  identifiable  administrative  unit 
of  the  recipient,  or  by  any  unit  of  gov¬ 
ernment  or  private  contractor  receiving 
community  development  funds  or  loans 
from  the  recipient.  “Funded  in  whole  or 
in  part  with  community  development 
funds”  means  that  community  develop¬ 
ment  funds  in  any  amount  have  been 
transferred  by  the  recipient  to  an  iden¬ 
tifiable  administrative  unit  and  disbursed 
in  a  program  or  activity. 

(b)  Specific  discriminatory  actions 
prohibited.  (1)A  recipient  may  not,  un¬ 
der  any  program  or  activity  to  within  the 
regulations  of  this  part  may  apply,  di¬ 
rectly  or  through  contractual  or  other 
arrangements,  on  the  ground  of  race, 
color,  national  origin,  or  sex: 

(i)  Deny  any  facilities,  services,  finan¬ 
cial  aid  or  other  benefits  provided  under 
the  program  or  activity. 

(ii)  Provide  any  facilities,  services,  fi¬ 
nancial  aid  or  other  benefits  which  are 
different,  or  are  provided  in  a  different 
form  from  that  provided  to  others  under 
the  program  or  activity. 

(iii)  Subject  to  segregated  or  separate 
treatment  in  any  facility  in,  or  in  any 
matter  or  process  related  to  receipt  of 
any  service  or  benefit  under  the  pro¬ 
gram  or  activity. 

(iv)  Restrict  in  any  way  access  to,  or 
in  the  enjoyment  of  any  advantage  or 
privilege  enjoyed  by  others  in  connec¬ 
tion  with  facilities,  services,  financial  aid 
or  other  benefits  under  the  program  or 
activity. 

(v)  Treat  an  individual  differently 
from  others  in  determining  whether  the 
individual  satisfies  any  admission,  enroll¬ 
ment,  eligibility,  membership,  or  other 
requirement  or  condition  which  individ¬ 
uals  must  meet  in  order  to  be  provided 
any  facilities,  services  or  other  benefit 
provided  under  the  program  or  activity. 

(vi)  Deny  an  opportunity  to  partici¬ 
pate  in  a  program  or  activity  as  an  em¬ 
ployee. 

(2)  A  recipient  may  not  utilize  cri¬ 
teria  or  methods  of  administration 
which  have  the  effect  of  subjecting  in¬ 
dividuals  to  discrimination  on  the  basis 
of  race,  color,  national  origin,  or  sex,  or 
have  the  effect  of  defeating  or  substan¬ 
tially  impairing  accomplishment  of  the 
objectives  of  the  program  or  activity 
with  respect  to  individuals  of  a  particular 
race,  color,  national  origin,  or  sex. 

(3)  A  recipient,  in  determining  the 
site  or  location  of  housing  or  facilities 


provided  in  whole  or  in  part  with  funds 
under  this  part,  may  not  make  selec¬ 
tions  of  such  site  or  location  which  have 
the  effect  of  excluding  individuals  from, 
denying  them  the  benefits  of,  or  sub¬ 
jecting  them  to  discrimination  on  the 
ground  of  race,  color,  national  origin,  or 
sex;  or  which  have  the  purpose  or  effect 
of  defeating  or  substantially  impairing 
the  accomplishment  of  the  objectives  of 
the  Act  and  of  this  section. 

(4)  (i)  In  administering  a  program  or 
activity  funded  in  whole  or  in  part  with 
community  development  block  grant 
funds  regarding  which  the  recipient  has 
previously  discriminated  against  persons 
on  the  ground  of  race,  color,  national 
origin  or  sex,  the  recipient  must  take 
affirmative  action  to  overcome  the  effects 
of  prior  discrimination. 

(ii)  Even  in  the  absence  of  such  prior 
discrimination,  a  recipient  in  adminis¬ 
tering  a  program  or  activity  funded  in 
whole  or  in  part  with  community  de¬ 
velopment  block  grant  funds  should  take 
affirmative  action  to  overcome  the  effects 
of  conditions  which  would  otherwise  re¬ 
sult  in  limiting  participation  by  persons 
of  a  particular  race,  color,  national  origin 
or  sex.  Where  previous  discriminatory 
practice  or  usage  tends,  on  the  ground 
of  race,  color,  national  origin  or  sex,  to 
exclude  individuals  from  participation 
in,  to  deny  them  the  benefits  of,  or  to 
subject  them  to  discrimination  under 
any  program  or  activity  to  which  this 
part  applies,  the  recipient  has  an  obliga¬ 
tion  to  take  reasonable  action  to  remove 
or  overcome  the  consequences  of  the 
prior  discriminatory  practice  or  usage, 
and  to  accomplish  the  purpose  of  the 
Act. 

(iii)  A  recipient  shall  not  be  prohibited 
by  this  part  from  taking  any  action  eligi¬ 
ble  under  §  570.200  to  ameliorate  an  im¬ 
balance  in  services  or  faculties  provided 
to  any  geographic  area  or  specific  group 
of  persons  within  its  jurisdiction,  where 
the  purpose  of  such  action  is  to  overcome 
prior  discriminatory  practice  or  usage. 

(5)  Notwithstanding  anything  to  the 
contrary  in  this  section,  nothing  con¬ 
tained  herein  shall  be  construed  to  pro¬ 
hibit  any  recipient  from  maintaining  or 
constructing  separate  living  facilities  or 
rest  room  facilities  for  the  different  sexes. 
Furthermore,  selectivity  on  the  basis  of 
sex  is  not  prohibited  when  institutional 
or  custodial  services  can  properly  be  per¬ 
formed  only  by  a  member  of  the  same 
sex  as  the  recipients  of  the  services. 

§  570.603  Relocation  and  acquisition. 

(a)  Title  III  of  the  Uniform  Reloca¬ 
tion  and  Real  Property  Acquisition  Poli¬ 
cies  Act  of  1970  (40  U.S.C.  4601),  here¬ 
after  referred  to  as  the  Uniform  Act,  is 
applicable  to  all  acquisition  of  real  prop¬ 
erty  assisted  by  this  part. 

(b)  Title  II  of  the  Uniform  Act  is 
applicable  to  all  displacement  of  per¬ 
sons,  businesses,  nonprofit  organizations 
and  farms  occurring  as  a  direct  result 
of  any  acquisition  of  real  property  as¬ 
sisted  under  this  Part. 

(c)  The  recipient  shall  provide  all 
benefits,  including  payments,  services 


and  assistance  in  obtaining  replacement 
housing,  at  levels  at  least  equal  to  the 
minimum  levels  established  by  the  Uni¬ 
form  Act  vising  funds  provided  by  this 
part  and/or  such  other  funds  as  may  be 
available  to  the  locality  from  any  source, 
and  shall  budget  sufficient  funds  in  each 
year’s  community  development  program 
budget  to  fully  fund  all  displacement 
expected  to  be  caused  by  that  year’s  com¬ 
munity  development  activities.  Assisted 
housing  projects  included  in,  or  consist¬ 
ent  with,  an  approved  Housing  Assist¬ 
ance  Plan  which  involve  displacement 
of  persons  may,  for  the  purpose  of  eligi¬ 
bility  for  benefits  under  Title  n  of  the 
Uniform  Act,  be  considered  community 
development  activities. 

§  570.604  Environment. 

(a)  In  order  to  assure  that  the  policies 
of  the  National  Environmental  Policy 
Act  of  1969  are  most  effectively  imple¬ 
mented  in  connection  with  the  expendi¬ 
ture  of  funds  under  this  Part,  and  to 
assure  to  the  public  undiminished  pro¬ 
tection  of  the  environment,  the  Secre¬ 
tary,  in  lieu  of  the  environmental  protec¬ 
tion  procedures  otherwise  applicable, 
may  provide  for  the  release  of  funds  for 
particular  projects  to  recipients  who  as¬ 
sume  all  of  the  responsibilities  for  en¬ 
vironmental  review,  decisionmaking,  and 
action  pursuant  to  such  Act  that  would 
apply  to  the  Secretary  were  he  to  under¬ 
take  such  projects  as  Federal  projects. 

(b)  HUD  Special  Procedures  Relating 
environmental  review  responsibilities  of 
tification  for  the  release  of  funds  lot 
particular  projects  set  forth  the  regula¬ 
tions,  policies,  responsibilities  and  pro* 
cedures  governing  the  carrying  out  of 
environmental  review  responsibilities  of 
recipients. 

§  570.605  Historic  preservation. 

Recipients  must  take  into  account  the 
effect  of  a  project  on  any  district,  site, 
building,  structure,  or  object  listed  on 
or  eligible  for  listing  on  the  National 
Register  of  Historic  Places,  maintained 
by  the  National  Park  Service  of  the  U.S. 
Department  of  the  Interior.  Recipients 
should  make  every  effort  to  eliminate  or 
minimize  any  adverse  effect  on  a  historic 
property.  Activities  affecting  such  proper¬ 
ties  will  be  subject  to  requirements  set 
forth  in  §  570.604(b).  Recipients  must 
meet  the  historic  preservation  require¬ 
ments  of  P.L.  89-665  and  Executive  Or¬ 
der  11593,  including  the  procedures  pre¬ 
scribed  by  the  Advisory  Council  on 
Historic  Preservation  in  36  CFR  Part  800. 

§  570.606  Labor  standards. 

All  laborers  and  mechanics  employed 
by  contractors  or  subcontractors  on  con¬ 
struction  work  assisted  under  this  Part 
shall  be  paid  wages  at  rates  not  less  than 
those  prevailing  on  similar  construction 
in  the  locality  as  determined  by  the  Sec¬ 
retary  of  Labor  in  accordance  with  the 
Da vis-Bacon  Act,  as  amended  (40  U.S.C. 
276a — 276a-5),  and  shall  receive  over¬ 
time  compensation  in  accordance  with 
and  subject  to  the  provisions  of  the  Con¬ 
tract  Work  Hours  Standards  Act  (40 
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U.S.C.  327-332) ,  and  the  contractors  and 
subcontractors  shall  comply  with  all  reg¬ 
ulations  issued  pursuant  to  these  Acts. 
This  section  shall  apply  to  the  rehabili¬ 
tation  of  residential  property  only  if  such 
property  is  designed  for  residential  use 
of  eight  or  more  families.  The  Secretary 
of  Labor  has,  with  respect  to  the  labor 
standards  specified  in  this  section,  the 
authority  and  functions  set  forth  in  Re¬ 
organization  Plan  Number  14  of  1950 
(5  U.S.C.  133z-15)  and  section  2  of  the 
Act  of  June  13,  1934,  as  amended  (40 
U.S.C.  276c). 

§  570.607  Architectural  Barriers  Act. 

The  Architectural  Barriers  Act  is  ap¬ 
plicable  to  assistance  under  this  Part 
and  requires  that  the  design  of  any 
facility  constructed  with  funds  from  this 
title  comply  with  the  “American  Stand¬ 
ard  Specification  for  Making  Buildings 
and  Facilities  Accessible,  and  Usable  by, 
the  Physically  Handicapped,”  Number 
A-l  17.1-1961,  as  modified  (41  CFR  101- 
17.703). 

§  570.608  Activities  for  which  other 
Federal  funds  must  be  sought. 

A  recipient  may  use  community  devel¬ 
opment  funds  for  public  services  as  de¬ 
scribed  in  §  570.200(a)  (8)  for  activities 
(other  than  those  previously  approved 
under  the  model  cities  program),  or  for 
flood  or  drainage  facilities  as  described  in 
§  570.200(a)  (2),  provided  that: 

(a)  The  recipient  has  applied  or  in¬ 
quired  in  writing  to  the  Federal  agency 
or  agencies  which  conduct  a  program  or 
programs  most  likely  to  meet  the  needs 
for  which  community  development  funds 
are  being  considered,  or  of  the  State  or 
local  agency  or  agencies  which  custom¬ 
arily  receive  funds  from  such  programs 
and  administer  them  within  the  recipi¬ 
ent’s  jurisdiction. 

(b)  The  recipient  has  received  (1)  a 
written  statement  of  rejection  from  such 
Federal,  State  or  local  agency;  (2)  a 
written  statement  that  funds  cannot  be 
made  available  for  at  least  90  days  after 
the  request;  or  (3)  no  response  from  the 
Federal,  State  or  local  agency  within  a 
90  day  period  from  the  date  of  applica¬ 
tion  or  inquiry;  and 

(c)  The  recipient  has  notified  HUD 
of  the  results  of  the  application  or 
inquiry. 

Subpart  H — Loan  Guarantees 
§570.700  Eligible  applicants. 

Units  of  general  local  government, 
which  are  eligible  for  grant  assistance 
as  specified  in  Subpart  B,  may  apply  for 
loan  assistance  under  this  Subpart.  Ap¬ 
plications  may  also  be  made  by  public 
agencies  designated  by  such  units  of  gen¬ 
eral  local  government  if  the  unit  of  gen¬ 
eral  local  government  certifies  that  it 
does  not  have  the  powers  to  carry  out 
activities  for  which  the  loan  assistance 
is  being  made  available.  The  form  of 
designation  and  certification  will  be  pre¬ 
scribed  by  HUD. 

§  570.701  Application  requirements. 

(a)  Timing  of  submission  of  loan  ap¬ 
plication.  Applications  for  loan  guar¬ 


antees  may  be  submitted  at  the  time  of 
or  subsequent  to  the  submission  of  an 
application  for  grant  funds  as  specified 
in  Subparts  D  and  E.  A  revised  grant 
application  will  be  required  if  activities 
for  which  the  loan  assistance  is  being 
requested  were  not  identified  in  the  orig¬ 
inal  grant  application.  Loan  applications 
may  be  submitted  after  the  grant  appli¬ 
cation  has  been  approved  only  if  suffi¬ 
cient  grant  funds  remain  unobligated  to 
meet  the  security  requirements  of 
§  570.702(c). 

(b)  Submission  requirements.  Appli¬ 
cations  for  loan  guarantees  must  be 
made  in  the  form  prescribed  by  HUD. 
Units  of  general  local  government  will 
be  required  to  furnish  full  faith  and 
credit  pledges,  or  pledges  of  revenues  ap¬ 
proved  by  HUD,  pursuant  to  §  570.702(c) . 

§  570.702  Loan  amount. 

(a)  Eligible  costs.  Guaranteed  loans 
may  be  made  to  cover  the  costs  of  ac¬ 
quisition  or  assembly  of  .  real  property 
and  the  related  expenses  of  interest, 
demolition,  relocation,  and  site  improve¬ 
ments,  as  identified  and  approved  in  the 
grant  application. 

(b)  Prohibition  on  loans  to  benefit 

private  individuals  or  corporations.  No 
guarantee  shall  be  issued  in  behalf  of  any 
agency  designed  to  benefit,  in  or  by  the 
flotation  of  any  issue,  a  private  indi¬ 
vidual  or  corporation.  4 

(c)  Security  requirements.  No  guaran¬ 
tee  or  commitment  to  guarantee  shall  be 
made  unless : 

(1)  The  Secretary  has  reserved  and 
withheld,  from  the  applicant’s  entitle¬ 
ment  or  discretionary  amount  for  the  ap¬ 
plicable  program  year,  for  the  purpose 
of  paying  the  guaranteed  obligations  (in¬ 
cluding  interest) ,  an  amount  which  is  at 
least  equal  to  110  percent  of  the  differ¬ 
ence  between  the  cost  of  land  acquisition 
and  related  expenses  and  the  estimated 
disposition  proceeds,  which  amount  may 
subsequently  be  increased  by  the  Sec¬ 
retary  to  the  extent  he  determines  such 
increase  is  necessary  or  appropriate  be¬ 
cause  of  any  unanticipated,  major  reduc¬ 
tion  in  such  estimated  disposition  pro¬ 
ceeds; 

(2)  The  unit  of  general  local  govern¬ 
ment  pledges  its  full  faith  and  credit  or 
revenues  approved  by  the  Secretary  for 
the  repayment  of  any  amounts  required 
to  be  paid  by  the  United  States  pursuant 
to  its  guarantee  as  is  equal  to  the  differ¬ 
ence  between  the  principal  amount  of  the 
guaranteed  loan  and  interest  thereon 
and  the  amount  to  be  reserved  and  with¬ 
held  under  the  preceding  paragraph.  If 
revenues  are  pledged,  the  applicant  must 
submit  evidence  to  the  satisfaction  of 
the  Secretary  that:  (i)  there  is  a  reason¬ 
able  expectation  that  the  revenues  will 
be  available;  and  (ii)  the  revenues  are 
unencumbered  by  any  superior  claim  un¬ 
der  the  pledge;  and 

(3)  The  unit  of  general  local  govern¬ 
ment  pledges  the  proceeds  of  any  grants 
to  which  it  may  become  eligible  under 
this  part  for  the  repayment  of  any 
amounts  which  are  required  to  be  paid 
by  the  United  States  pursuant  to  Its 
guarantee,  and  which  are  not  otherwise 


fully  repaid  when  due  pursuant  to  para¬ 
graph  (c)  (1)  and  (2)  of  this  section. 

§  570.703  Federal  guarantee. 

The  full  faith  and  credit  of  the  United 
States  is  pledged  to  the  payment  of  all 
guarantees  made  under  this  section.  Any 
such  guarantee  made  by  the  Secretary 
shall  be  conclusive  evidence  of  the  eli¬ 
gibility  of  the  obligations  for  such  guar¬ 
antee  with  respect  to  principal  and  inter¬ 
est,  and  validity  of  any  such  guarantee 
so  made  shall  be  incontestable  in  the 
hands  of  a  holder  of  the  guaranteed 
obligations. 

§  570.704  Marketing  of  notes  and  in¬ 
terest  rates. 

The  Secretary  will  make  provisions  for 
the  sale  of  notes  to  qualifying  investors 
in  the  private  market  or  to  the  Federal 
Financing  Bank.  Units  of  general  local 
government  must  either  participate  in 
the  HUD  system  for  marketing  of  notes 
or  receive  HUD  approval  for  the  market¬ 
ing  of  their  own  notes  in  order  to  qualify 
for  the  Federal  guarantee.  Interest  rates 
on  notes  sold  in  the  private  market  will 
be  determined  under  competitive  bidding 
procedures  prescribed  by  the  Secretary. 
Interest  rates  applicable  to  notes  pur¬ 
chased  by  the  Federal  Financing  Bank 
will  be  determined  by  the  Secretary  of 
the  Treasury. 

§  570.705  Grants  for  taxable  obligations. 

Obligations  guaranteed  by  HUD  may, 
at  the  option  of  the  unit  of  general  local 
government  or  designated  agency,  be 
subject  to  Federal  taxation.  If  taxable 
obligations  are  issued,  the  Secretary  will 
make  grants  to  or  on  behalf  of  the  issuer 
not  to  exceed  30  percent  of  the  net  in¬ 
terest  cost  (including  such  servicing,  un¬ 
derwriting,  or  other  costs  as  determined 
by  the  Secretary)  of  such  obligations.  A 
notice  of  intent  to  issue  taxable  obliga¬ 
tions  shall  be  furnished  by  the  unit  of 
general  local  government  or  designated 
agency  when  application  for  a  guaran¬ 
teed  loan  is  made.  Interest  paid  on  tax¬ 
able  obligations  shall  be  included  in 
gross  income  for  the  purpose  of  chapter 
1  of  the  Internal  Revenue  Code  of  1954. 

Subpart  I — Financial  Settlement  of  Urban 
Renewal  Projects 

§  570.800  General. 

This  subpart  contains  regulations  gov¬ 
erning  the  transition  from  the  urban  re¬ 
newal  and  neighborhood  development 
programs  (NDP)  pursuant  to  Title  I  of 
the  Housing  Act  of  1949,  as  amended,  to 
the  programs  undertaken  pursuant  to 
this  Part. 

§  570.801  Projects  which  can  be  com¬ 
pleted  without  additional  capital 
grants. 

(a)  Urban  renewal  and  NDP  projects 
which  can  be  completed  without  addi¬ 
tional  capital  grants  may  continue  to 
completion  under  the  existing  contracts 
executed  under  Title  I  of  the  Housing 
Act  of  1949,  as  amended. 

(b)  At  the  request  of  the  local  public 
agency  (LPA)  carrying  out  the  project, 
with  the  approval  of  the  governing  body 


FEDERAL  REGISTER,  VOL.  39,  NO.  107 — TUESDAY,  SEPTEMBER  17,  1974 


PROPOSED  RULES 


33493 


of  the  unit  of  general  local  government 
in  which  the  project  is  located,  the  Sec¬ 
retary  may  approve  a  financial  settle¬ 
ment  of  the  project  if  a  surplus  of  capital 
grant  funds  will  result  after  full  repay¬ 
ment  of  temporary  loan  indebtedness. 
The  form  of  the  request  for  financial 
settlement  will  be  prescribed  by  the  Sec¬ 
retary.  Financial  settlements  so  requested 
shall  be  made  at  the  discretion  of  the 
Secretary. 

(1)  Disbursement  and  use  of  surplus 
funds.  Surplus  grant  funds  remaining 
after  financial  settlement  will  be  made 
available  to  the  unit  of  general  local 
government  for  use  in  accordance  with 
the  provisions  of  this  Part. 

(i)  Entitlement  recipients.  Entitle¬ 
ment  recipients  may  use  surplus  funds 
for  activities  previously  approved  in 
their  application  as  specified  in  Subpart 
D.  If  activities  not  previously  approved 
are  to  be  undertaken  with  surplus  funds, 
the  recipient  may  either  follow  the 
amendment  policy  as  specified  in  §  570.- 
305,  or  it  may  include  the  proposed  use 
of  surplus  funds  in  the  first  application 
for  entitlement  funds  which  is  sub¬ 
mitted  after  financial  settlement.  If  the 
unit  of  general  local  government  wishes 
to  stage  the  use  of  surplus  urban  renewal 
funds  over  a  period  of  years,  it  may  re¬ 
quest  the  Secretary  to  make  the  funds 
available  on  a  schedule  specified  by  the 
unit  of  general  local  government.  In  this 
event,  the  application  or  amendment 
must  Include  only  the  surplus  funds  to 
be  used  in  the  program  year  covered  by 
the  application.  The  use  of  remaining 
surplus  funds  will  be  governed  by  sub¬ 
sequent  years’  applications.  Amounts  not 
Identified  in  the  application  or  amend¬ 
ment  will  be  obligated  to  the  recipient 
by  contract  and  reserved  until  the  use 
of  funds  is  included  in  an  approved 
application. 

(ii)  Non-Entitlement  communities. 
Surplus  funds  resulting  from  a  financial 
settlement  under  this  section  will  be 
made  available  to  a  unit  of  general  local 
government  which  receives  no  entitle¬ 
ment  amount  under  Subpart  B  upon  ap¬ 
proval  of  an  application  as  specified  in 
Subpart  E,  Applications  and  Criteria  for 
Discretionary  Grants. 

(2)  Release  from  contractual  obliga¬ 
tions  under  Title  I  of  the  Housing  Act  of 
1949.  Prior  to  financial  settlement  of  the 
project,  the  Secretary  will  negotiate  with 
the  LPA  the  requirements  which  must  be 
met  for  completion  of  the  project  under 
the  contract  executed  under  Title  I  of 
the  Housing  Act  of  1949,  as  amended,  in 
accordance  with  S  570.803. 

§  570.802  Projects  which  cannot  he 

.  completed  without  additional  capital 
grants. 

(a)  Use  of  funds  by  locality.  Units  of 
general  local  government  may  use  funds 
made  available  under  this  Part  to  com¬ 
plete  projects  funded  under  Title  I  of 
the  Housing  Act  of  1949,  as  amended,  as 
specifically  authorized  by  §  570.200(a) 
(10). 

(b)  HUD  review  of  locality’s  intended 
use  of  funds.  The  Secretary  will  review 
the  application  submitted  pursuant  to 


§  570.303  to  determine  whether  the  unit 
of  general  local  government’s  use  of 
funds  will  be  sufficient  to  protect  the 
Federal  Government’s  financial  interest 
in  existing  urban  renewal  projects.  The 
Federal  Government’s  financial  interest 
in  the  existing  urban  renewal  projects 
shall  be  determined  to  be  sufficiently 
protected  if  the  unit  of  general  local 
government’s  proposed  use  of  funds  will 
ultimately  result  in  full  repayment  of 
outstanding  temporary  loans  plus  ac¬ 
crued  interest.  In  the  event  that  full  re¬ 
payment  of  outstanding  temporary  loans 
is  proposed  to  be  accomplished  over 
a  period  of  more  than  three  years, 
the  proposed  use  of  funds  for  pay¬ 
ment  of  interest  on  outstanding  tempo¬ 
rary  loans  until  full  repayment  can  be 
accomplished  shall  be  reviewed.  If  he 
determines  that  the  unit  of  general  local 
government’s  intended  use  of  funds  does 
not  sufficiently  protect  the  Federal 
Government’s  financial  interest  in  the 
existing  urban  renewal  project,  the 
Secretary  may,  after  consultation  with 
the  chief  executive  of  the  unit  of  general 
local  government  and  the  local  public 
agency,  deduct  up  to  20  percent  from  the 
unit  of  general  local  government’s  en¬ 
titlement  funds  in  any  fiscal  year  for 
application  to  outstanding  temporary 
loans  plus  accrued  interest. 

(c)  Deductions  at  the  request  of  the 
locality.  The  Secretary  is  authorized  to 
make  deductions  from  a  unit  of  general 
local  government’s  entitlement  for  re¬ 
payment  of  temporary  loans  plus  accrued 
interest  if  the  local  public  agency  carry¬ 
ing  but  the  project  submits  to  the  Secre¬ 
tary  a  request  which  is  concurred  in  by 
the  governing  body  of  the  unit  of  general 
local  government. 

(d)  Release  from  contractual  obliga¬ 
tions  under  Title  I  of  the  Housing  Act  of 
1949.  Prior  to  financial  settlement  of  the 
project,  the  Secretary  will  negotiate  with 
the  LPA  the  requirements  which  must 
be  met  for  completion  of  the  project 
under  the  contract  executed  under  Title 
I  of  the  Housing  Act  of  1949,  as  amended, 
in  accordance  with  §  570.803. 

§  570.803  Requirements  for  Comple¬ 
tion  of  Projects  Prior  to  Financial 
Settlement  [Reserved]. 

Subpart  J — Program  Management 
§  570.900  Performance  Standards. 

Performance  standards  are  the  stand¬ 
ards  against  which  the  Secretary  will 
determine  whether  the  recipient  has 
complied  with  the  specific  requirements 
of  this  Part.  Performance  standards  are 
operational  program  requirements  com¬ 
plementing  the  simplified  application 
review  requirements  of  Subpart  D  in 
order  to  provide  assistance,  with  maxi¬ 
mum  certainty  and  minimum  delay, 
upon  which  communities  can  rely  in 
their  planning.  The  Secretary’s  review  of 
performance  standards  will  serve  as  the 
basic  assurance  that  grants  are  being 
used  properly  to  achieve  the  objectives 
of  this  Part.  The  Secretary  may,  either 
during  or  after  performance,  review, 
monitor,  and  evaluate  the  recipient’s 
community  development  program.  The 


Secretary  will  use  the  following  stand¬ 
ards  in  determining  compliance  with  this 
Part  of  the  recipient’s  performance,  in¬ 
cluding  determinations  under  §  570.911. 

(a)  Relocation.  (1)  A  locally  devel¬ 
oped  process  exists  and  has  been  made 
public  which  enables  the  applicant  to 
answer  individual  and  other  complaints 
in  a  timely  and  responsive  manner,  and 
which  assists  the  applicant  to  resolve 
conflict  fairly  and  expeditiously. 

(2)  Displacees: 

(i)  Have  received  adequate  notice  ex¬ 
plaining  the  reason  for  displacement. 

(ii)  Have  received  formal  notice  es¬ 
tablishing  eligibility  for  relocation 
payments. 

(iii)  Were  provided  a  reasonable  num¬ 
ber  of  referrals  to  comparable  replace¬ 
ment  housing. 

(iv)  Were  relocated  into  decent,  safe, 
and  sanitary  housing  in  the  case  of  resi¬ 
dential  relocation. 

(v)  Were  offered  assistance  in  finding 
replacement  housing  or  nonresidential 
location. 

(vi)  Were  offered  other  reasonable 
and  needed  services  and  assistance,  other 
than  assistance  in  finding  replacement 
sites. 

(vii)  Received  all  payments  to  which 
they  were  entitled  in  a  prompt  manner. 

(viii)  Were  provided  sufficient  infor¬ 
mation  in  an  assimilable  form  so  that 
displaced  persons  or  businesses  fully 
understood  all  rights,  payments,  and  as¬ 
sistance  to  which  they  were  entitled. 

(b)  Acquisition.  Local  acquisition 
policy  complies  with  Title  in  of  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970. 

(c)  Equal  opportunity.  (1)  The  recipi¬ 
ent  will  be  required  to  document  the 
actions  undertaken  to  assure  that  no 
person,  on  the  ground  of  race,  color,  na¬ 
tional  origin  or  sex,  has  been  excluded 
from  participation  in,  denied  the  benefits 
of,  or  otherwise  subjected  to  discrimina¬ 
tion  under  any  activity  funded  under  this 
Part.  Such  documentation  should 
indicate: 

(i)  Any  methods  of  administration  de¬ 
signed  to  assure  that  no  person,  on  the 
ground  of  race,  color,  national  origin  or 
sex,  has  been  excluded  from  participa¬ 
tion  in,  denied  the  benefits  of,  or  other¬ 
wise  subjected  to  discrimination  under 
any  activity  funded  under  this  Part. 

(ii)  Criteria  used  in  selecting  sites  for 
public  facilities  designed  to  further  the 
accomplishment  of  the  objectives  of  the 
programs  or  activities  conducted  under 
this  Part  with  respect  to  any  identifiable 
segment  of  the  total  group  of  lower-in¬ 
come  persons  in  the  community. 

(iii)  Any  actions  undertaken  to  over¬ 
come  the  effects  of  conditions  which  may 
have  resulted  in  limited  participation,  in 
the  past,  in  programs  or  activities  of  the 
type  funded  under  this  Part,  by  any  iden¬ 
tifiable  segment  of  the  total  group  of 
lower-income  persons  in  the  community. 

(iv)  Any  actions  undertaken  to  pro¬ 
mote  equal  employment  opportunities  for 
any  identifiable  segment  of  the  total 
group  of  lower-income  persons  in  the 
community. 
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(2)  The  recipient  will  be  required  to 
document  the  actions  undertaken  to  fur¬ 
ther  fair  housing.  Such  documentation 
should  indicate: 

(i)  Any  actions  undertaken  to  encour¬ 
age  the  development  and  enforcement  of 
fair  housing  laws. 

(ii)  Any  actions  taken  to  prevent  dis¬ 
crimination  in  housing  and  related  facili¬ 
ties  developed  and  operated  with  assist¬ 
ance  under  this  Part,  and  in  the  lend¬ 
ing  practices,  with  respect  to  residential 
property  and  related  facilities,  of  lend¬ 
ing  institutions. 

(iii)  Any  action  taken  to  assure  that 
land  use  and  development  programs 
funded  under  this  Part  provide  greater 
housing  opportunities  throughout  the 
planning  area  for  any  identifiable  seg¬ 
ment  of  the  total  group  of  lower-income 
persons  in  the  community. 

(iv)  Any  site  selection  policies  adopted 
to  promote  equal  opportunity  in  housing. 

(3)  The  phrase  “any  identifiable  seg¬ 
ment  of  the  total  group  of  lower-income 
persons  in  the  community”  refers  to 
women,  and  members  of  a  minority  group 
which  includes  Negroes,  Spanish-Ameri- 
cans,  Orientals,  American  Indians  and 
other  groups  normally  identified  by  race, 
color,  or  national  origin. 

(d)  Citizen  participation.  (1)  A  local 
citizen  participation  plan  has  been  de¬ 
veloped  and  made  public.  The  grantee 
shall  specify  in  the  plan  how  it  intends 
to  meet  the  citizen  participation  re¬ 
quirements  of  this  Part,  inclusive  of  a 
timetable  specifying:  (i)  When  and  how 
Information  will  be  disseminated  con¬ 
cerning  the  amount  of  funds  available  for 
projects  that  may  be  undertaken,  along 
with  other  important  program  require¬ 
ments:  (ii)  when  in  the  initial  stage  of 
the  planning  process  public  hearings  will 
be  held;  (iii)  when  and  how  citizens  will 
have  an  opportunity  to  participate  in 
the  development  of  the  application  prior 
to  submission:  (iv)  when  and  how  tech¬ 
nical  assistance  will  be  provided  to  assist 
citizen  participants  to  understand  pro¬ 
gram  requirements  such  as  Davis-Bacon, 
environmental  policies,  equal  opportunity 
requirements,  relocation  provisions  and 
like  requirements,  in  the  preapplication 
process:  and  (v)  the  nature  and  timing 
cf  citizen  participation  in  the  develop¬ 
ment  of  any  future  community  develop¬ 
ment  program  amendments,  including 
reallocation  of  funds  and  designation  of 
new  activities  or  locations. 

(2)  A  local  process  has  been  developed 
which  permits  citizens  likely  to  be  af¬ 
fected  by  community  development  and 
housing  activities,  including  low  and 
moderate  income  persons,  to  articulate 
needs,  express  preferences  about  pro¬ 
posed  activities,  assist  in  the  selection 
of  priorities,  and  otherwise  participate  in 
the  development  of  the  application,  and 
have  individual  and  other  complaints 
answered  in  a  timely  and  responsive 
manner. 

§  570.905  Reports  to  be  submitted  by 
recipient. 

(a)  General.  Recipients  will  submit 
such  reports,  including  litigation  reports 
as  the  Secretary  may  require. 


(b)  Financial  management.  Each  re¬ 
cipient  shall  submit  such  financial  re¬ 
ports  as  are  deemed  necessary  by  the 
Secretary,  consistent  with  the  require¬ 
ments  of  Office  of  Management  and 
Budget  Circular  A-102. 

(c)  Relocation  and  acquisition  reports. 
Recipients  will  report  at  least  annually 
on  a  form  prescribed  by  the  Secretary 
on  numbers  of  persons  and  businesses  re¬ 
located,  numbers  remaining  in  the  re¬ 
location  workload,  and  a  general  break¬ 
down  of  relocation  costs  and  on  real 
property  acquired. 

§  570.906  Annual  performance  report. 

(a)  Submission.  Prior  to  the  begin¬ 
ning  of  fiscal  year  1977  and  prior  to  each 
fiscal  year  thereafter,  each  recipient  shall 
submit  a  performance  report. 

(b)  Contents — (1)  Progress  on  planned 
activities.  The  recipient  shall  indi¬ 
cate,  on  a  form  prescribed  by  HUD,  prog¬ 
ress  on  each  of  the  activities  that  were 
to  be  carried  out  pursuant  to  its  ap¬ 
proved  application  for  the  previous  fiscal 
year. 

(2)  Recipient  Assessment.  The  per¬ 
formance  report  must  include  the  re¬ 
cipient's  assessment  of  the  effectiveness 
of  the  program  of  community  develop¬ 
ment  activities  conducted  under  this 
Part  in  meeting  the  objectives  of  this 
Part  and  the  needs  and  objectives  identi¬ 
fied  in  the  recipient’s  previous  fiscal  year 
application  for  funding  under  this  part. 

(3)  Housing  Assistance  Provided.  If 
the  recipient’s  last  application  indicated 
that  any  housing  assistance  planned 
under  §  570.303(c)  (3)  was  to  be  provided, 
the  performance  report  should  indicate, 
on  a  form  prescribed  by  HUD,  progress 
in  providing  such  assistance. 

(4)  Listing  of  Environmental  Reviews. 
The  performance  report  should  Indicate, 
on  a  form  prescribed  by  HUD,  the  nature 
and  status  of  all  environmental  reviews 
required  on  projects  funded  pursuant  to 
this  part. 

(5)  Citizen  Participation.  The  recipient 
shall  indicate  progress  made  toward 
meeting  the  performance  standards  out¬ 
lined  in  §  570.900(d). 

(c)  Public  Information.  The  recipient 
will  keep  copies  of  the  performance  re¬ 
port  for  release  as  public  information. 

§  590.907  Records  to  be  maintained  by 
recipient. 

(a)  Financial  management.  Recipients 
are  to  maintain  records,  in  accordance 
with  OMB  Circular  A-102,  Attachment 
G,  which  identify  adequately  the  source 
and  application  of  funds  for  grant  sup¬ 
ported  activities.  These  records  shall  con¬ 
tain  information  pertaining  to  grant 
awards  and  authorizations,  obligations, 
unobligated  balances,  assets,  liabilities, 
outlays,  and  income. 

(b)  Citizen  participation.  Recipients 
shall  maintain  the  following  records  with 
respect  to  the  citizen  participation  re¬ 
quirements  outlined  in  §  570.900(d) : 

(1)  narrative  or  other  records  describ¬ 
ing  the  process  used  to  inform  citizens 
concerning  the  amount  of  funds  avail¬ 
able  for  proposed  community  develop¬ 
ment  and  housing  activities,  the  range  of 


activities  that  may  be  undertaken,  and 
other  Important  program  requirements. 

(2)  records  of  public  hearings  held  to 
obtain  the  views  of  citizens  on  commu¬ 
nity  development  and  housing  needs. 

(3)  narrative  or  other  records  of  the 
opportunities  provided  citizens  to  par¬ 
ticipate  in  the  development  of  block 
grant  applications. 

(c)  Other  resources.  All  recipients, 
under  the  provisions  of  S  570.303(b),  are 
required  to  set  forth  a  community  de¬ 
velopment  program  which  includes  ac¬ 
tivities  to  be  undertaken  to  meet  identi¬ 
fied  community  development  needs  and 
objectives  and  indicates  resources  other 
than  block  grants  which  are  expected  to 
be  made  available  toward  meeting  identi¬ 
fied  needs  and  objectives.  Records  shall 
be  maintained  in  a  form  prescribed  by 
HUD  which  indicate  what  amount  of  the 
resources  indicated  were  actually  pro¬ 
vided  for  community  development  ac¬ 
tivities  and  for  which  activities  they  were 
used. 

(d)  Relocation.  Recipients’  records 
shall  contain  the  following  information 
concerning  families  and  individuals  re¬ 
located  as  a  result  of  activities  governed 
by  the  provisions  of  §  570.603: 

(1)  Recording  of  all  persons  eligible 
for  relocation  assistance  and  payments; 
services  provided,  payments  received,  and 
location  to  which  relocated. 

(2)  Claim  Forms. 

(3)  Worksheets  for  computing  entitle¬ 
ments  and  amount  of  payments. 

(4)  Grievances  filed  and  their  disposi¬ 
tion. 

(e)  Acquisition.  Recipients’  files  shall 
contain  the  following  records  concerning 
real  property  acquisition  governed  by 
the  provisions  of  S  570.603 : 

(1)  Invitation  to  owner  to  accompany 
appraiser  during  inspection. 

(2)  Property  appraisal. 

(3)  Statement  of  basis  for  the  deter¬ 
mination  of  just  compensation. 

(4)  Written  offer  of  just  compensa¬ 
tion. 

(5)  Purchase  agreements,  deeds,  dec¬ 
larations  of  taking,  and  similar  or  re¬ 
lated  documents  involving  conveyance. 

(6)  Settlement  cost  reporting  state¬ 
ment. 

(7)  Notice  to  surrender  possession  of 
premises. 

(f)  Equal  opportunity.  (1)  The  recipi¬ 
ent  shall  maintain  demographic  data  by 
census  tract.  The  data  shall  include  pre¬ 
vailing  population  characteristics  relat¬ 
ing  to  race,  ethnic  group,  sex,  age,  and 
head  of  household. 

(2)  The  recipient  shall  maintain  ra¬ 
cial,  ethnic,  and  gender  data  showing 
the  extent  to  which  these  categories  of 
persons  have  participated  in,  or  bene¬ 
fited  from,  programs  and  activities 
funded  under  this  Part. 

(3)  The  recipient  shall  maintain  data 
which  records  its  affirmative  action  in 
equal  opportunity  employment.  Including 
but  not  limited  to  employment,  upgrad¬ 
ing,  demotions,  transfers,  recruitment  or 
recruitment  advertising,  layoffs  or  ter¬ 
minations,  pay  or  other  compensation, 
and  selection  for  training. 
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(4)  The  recipient  shall  maintain  data 
which  records  its  good  faith  efforts  to 
identify,  train  and/or  hire  lower-income 
residents  of  the  project  area  and  to  uti¬ 
lize  business  concerns  which  are  located 
in  or  owned  in  substantial  part  by  per¬ 
sons  residing  in  the  area  of  the  project. 

(g)  Davis- Bacon  Fair  Labor  Standards 
'Act.  Recipients  should  maintain  records 
indicating  that  all  contractors  perform¬ 
ing  construction  work  with  grant  funds 
are  aware  of  their  obligation  to  pay  pre¬ 
vailing  wage  rates  as  determined  by  the 
Secretary  of  Labor. 

(h)  Unavailability  of  other  Federal 
assistance.  Recipients  using  funds  pro¬ 
vided  under  this  Part  for  the  provision 
of  public  services  as  described  in  5  570.- 
200(a)  (8)  or  for  the  acquisition,  con¬ 
struction,  reconstruction,  or  installation 
of  flood  and  drainage  facilities  as  de¬ 
scribed  in  5  570.200(a)(2)  shall  main¬ 
tain  records  of  compliance  with  the  pro¬ 
cedures  set  forth  in  $  570.608  Indicating 
that  assistance  for  such  facilities  under 
Federal  laws  or  programs  is  unavailable. 

(i)  OMB  Circular  A-95  comments.  The 
recipient  shall  retain  copies  of  all  letters, 
correspondence,  or  other  records  received 
as  a  result  of  review  of  the  community 
development  program  application  by  the 
appropriate  clearinghouse  pursuant  to 
the  provisions  of  OMB  Circular  A-95. 

(j)  Record-Jceeving  period.  Records  re¬ 
quired  to  be  retained  under  this  section 
shall  be  kept  for  a  period  of  three  years. 

§  570.908  HUD  Reports  [Reserved], 

§  570.909  Secretarial  review  and  moni¬ 
toring  of  recipient’s  performance. 

(a)  General.  The  Secretary  will  re¬ 
view  each  recipient’s  annual  perform¬ 
ance.  The  review  of  the  recipient’s  per¬ 
formance  will  take  place  prior  to  ap¬ 
proval  of  the  succeeding  year’s  applica¬ 
tion  for  grant. 

(b)  Objective.  The  review  system  is  de¬ 
signed  to  determine: 

(1)  Whether  the  recipient  has  carried 
out  a  program  substantially  as  described 
in  its  application; 

(2)  Whether  that  program  conformed 
to  the  requirements  of  this  Part  and 
other  applicable  laws  and  regulations; 

(3)  Whether  the  recipient  has  demon¬ 
strated  a  continuing  capacity  to  carry 
out  in  a  timely  manner  the  approved 
community  development  program.  To 
determine  the  recipient’s  continuing  ca¬ 
pacity,  the  Secretary  will  consider: 

(1)  The  recipient’s  performance  in 
moving  activities  into  execution  or  ac¬ 
complishing  activities  undertaken  as  a 
part  of  the  community  development  pro¬ 
gram  in  substantial  conformance  with 
the  recipient’s  schedule  or  timetable  for 
its  activities;  and 

(ii)  The  recipient’s  performance  in 
utilizing  its  resources.  Including  funds 
received  under  this  Part,  at  a  rate  which 
Indicates  substantial  conformance  with 
the  recipient’s  planned  rate  of  expendi¬ 
ture  or  utilization. 

In  making  determinations  concerning  a 
recipient’s  continuing  capacity,  the  Sec¬ 
retary  will  be  guided  by  the  experience 


of  other  recipients  of  similar  size  with 
similar  entitlement  amounts  as  judged 
by  the  above  factors.  Where  a  recipient’s 
performance  with  respect  to  the  above 
factors  lags  substantially  behind  that  of 
similar  recipients,  the  Secretary  may  ask 
for  additional  information  concerning 
the  administrative,  planning,  budgeting, 
management,  and  evaluation  functions 
of  the  recipient  to  determine  whether  a 
lack  of  capacity  is  the  source  of  the  re¬ 
cipient’s  substantial  nonperformance. 
The  Secretary  shall  further  determine 
by  this  review  if  action  on  the  part  of  the 
recipient  to  eliminate  the  causes  of  sub¬ 
stantial  nonperformance  will  satisfy  the 
requirement  of  a  finding  that  the  neces¬ 
sary  capacity  to  carry  out  in  a  timely 
manner  its  community  development  pro¬ 
gram  in  succeeding  years  exists. 

(c)  Basis  for  Review.  Each  recipient 
shall  assist  the  Secretary  in  performing 
his  review  function  with  respect  to: 

(1)  Review  of  reports  and  records  of 
recipients; 

(2)  Review  of  certification  by  the  re¬ 
cipient  of  conformance  to  applicable 
laws  and  regulations; 

(3)  Site  visits  and  inspections  on  a 
routine  sampling  basis  Including  inter¬ 
views  with  citizens  and  representatves  of 
official  citizen’s  organizations. 

§  570.910  Evaluation  by  HUD. 

(a)  The  Secretary  shall,  in  addition  to 
his  annual  reviews  and  audits,  evaluate 
programs  conducted  under  this  Part  and 
their  effectiveness  in  meeting  the  objec¬ 
tives  of  this  Part. 

(b)  The  Secretary  may  conduct  such 
evaluation  using  HUD  personnel,  or  by 
contract  or  other  arrangement  with  pub¬ 
lic  or  private  agencies. 

(c)  Recipients  under  this  Part  may  be 
required  to  supply  data  or  make  avail¬ 
able  such  records  as  are  necessary  for 
the  accurate  completion  of  these  evalua¬ 
tions. 

§  570.911  Remedies  for  non-compliance. 

(a)  Secretarial  adjustment  of  annual 
grants.  When  the  Secretary  determines, 
on  the  basis  of  such  reviews  and  audits 
as  may  be  necessary  or  appropriate,  that 
the  recipient  has  not  carried  out  a  pro¬ 
gram  substantially  as  described  in  its 
application,  that  the  program  did  not 
conform  to  the  requirements  of  the  Act 
and  other  applicable  laws,  or  that  the 
recipient  does  not  have  a  continuing 
capacity  to  carry  out  in  a  timely  manner 
the  approved  community  development 
program,  he  then  may  make  appropriate 
adjustment  in  the  amount  of  the  annual 
grants  in  accordance  with  his  findings 
pursuant  to  such  reviews  and  audits.  Ad¬ 
justments  may  be  made  in  annual  grants 
for  the  current  program  period,  the 
forthcoming  program  period,  or  both. 
Where  the  determination  involves  a  fail¬ 
ure  to  comply  substantially  with  any 
provision  of  the  Act,  the  provisions  of 
5  570.911(c)  shall  apply. 

(b)  Nondiscrimination  compliance. 
Whenever  the  Secretary  determines  that 
a  State  or  unit  or  general  local  govern¬ 
ment  which  is  a  recipient  of  either  grant 
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or  loan  assistance  under  this  Part  has 
failed  to  comply  with  the  provisions  of 
5  570.602,  he  shall  notify  the  Governor  of 
such  State  or  the  chief  executive  officer 
of  such  unit  of  general  local  government 
of  the  noncompliance  and  shall  request 
the  Governor  or  the  chief  executive  of¬ 
ficer  to  secure  compliance.  If  within  a 
reasonable  period  of  time,  not  to  exceed 
sixty  days,  the  Governor  or  the  chief  ex¬ 
ecutive  officer  fails  or  refuses  to  secure 
compliance,  the  Secretary  is  authorized 
to  (1)  refer  the  matter  to  the  Attorney 
General  with  a  recommendation  that  an 
appropriate  civil  action  be  instituted; 

(2)  exercise  the  powers  and  functions 
provided  by  Title  VI  of  the  Civil  Rights 
Act  of  1964  (42  U.S.  2000d) ;  (3)  exercise 
the  powers  and  functions  provided  for  in 
paragraph  (c)  of  this  section;  or  (4)  take 
such  other  action  as  may  be  provided  by 
law.  When  a  matter  is  referred  to  the 
Attorney  General  pursuant  to  the  pre¬ 
ceding  sentence,  or  whenever  he  has  rea¬ 
son  to  believe  that  a  State  government 
or  unit  of  general  local  government  is  en¬ 
gaged  in  a  pattern  or  practice  in  viola¬ 
tion  of  the  provisions  of  5  570.602(a), 
the  Attorney  General  may  bring  a  civil 
action  in  any  appropriate  United  States 
district  court  for  such  relief  as  may  be 
appropriate,  including  injunctive  relief. 

(c)  General  compliance  procedures — 
(1)  Secretarial  referral  to  the  Attor¬ 
ney  General.  The  Secretary  may,  if  he 
has  reason  to  believe  that  a  recipient 
has  failed  to  comply  substantially  with 
any  provision  of  the  Act,  refer  the  mat¬ 
ter  to  the  Attorney  General  of  the  United 
States  with  a  recommendation  that  an 
appropriate  civil  action  be  instituted. 

Upon  such  a  referral  the  Attorney 
General  may  bring  a  civil  action  in  any 
United  States  district  court  having  venue 
thereof  for  such  relief  as  may  be  appro¬ 
priate,  including  an  action  to  recover  the 
amount  of  the  assistance  furnished 
under  this  Part  which  was  not  expended 
in  accordance  with  it,  or  for  mandatory 
or  injunctive  relief. 

(2)  Secretarial  actions  on  payments. 

If  the  Secretary  desires  to  terminate, 
reduce  or  limit  the  availability  of  pay¬ 
ments  to  a  recipient  for  failure  to  com¬ 
ply  substantially  with  any  provision  of 
this  Part,  he  may  do  so  provided  his  find¬ 
ing  of  failure  to  comply  is  made  after 
reasonable  notice  and  opportunity  for 
hearing.  Alternative  actions  available  to 
the  Secretary  are  to: 

(i)  Terminate  payments  to  the  recip¬ 
ient;  or 

(ii)  Reduce  payments  to  the  recipient 
by  an  amount  equal  to  the  amount  of 
such  payments  which  were  not  ex¬ 
pended  in  accordance  with  this  Part; 
or 

(iii)  Limit  the.  availability  of  pay¬ 
ments  to  programs,  projects,  or  activi¬ 
ties  not  affected  by  such  failure  to 
comply. 

The  following  regulations  govern  the 
procedure  and  practice  requirements 
involving  adjudications  where  the  Secre-  ; 
tary  desires  to  take  action  requiring  rea¬ 
sonable  notice  and  opportunity  for 
hearing.  The  regulations  in  this  part 
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shall  be  liberally  construed  to  secure 
just,  expeditious,  and  efficient  determi¬ 
nation  of  the  issues  presented.  The  Rules 
of  Civil  Procedure  for  the  District 
Courts  of  the  United  States,  where  ap¬ 
plicable,  shall  be  a  guide  in  any  situation 
not  provided  for  or  controlled  by  this 
subpart,  but  shall  be  liberally  con¬ 
strued  or  relaxed  when  necessary. 

(3)  Reasonable  notice  and  opportu¬ 
nity  for  hearing,  (i)  Whenever  the  Sec¬ 
retary  has  reason  to  believe  that  a 
recipient  has  failed  to  comply  with  any 
section  of  the  Act  or  of  the  provisions 
of  this  part,  and  that  termination,  re¬ 
duction,  or  limiting  the  availability  of 
payments  is  required,  he  shall  give  rea¬ 
sonable  notice  and  opportunity  of 
hearing  to  such  recipient  prior  to  the 
invocation  of  any  sanction  under  the 
Act. 

(ii)  Except  in  proceedings  involving 
willfulness  or  those  in  which  the  pub¬ 
lic  interest  requires  otherwise,  a  pro¬ 
ceeding  under  this  part  will  not  be  in¬ 
stituted  until  such  facts  or  conduct 
which  may  warrant  such  action  have 
been  called  to  the  attention  of  the  chief 
executive  officer  of  the  recipient  in  writ¬ 
ing  and  he  has  been  accorded  an  op¬ 
portunity  to  demonstrate  or  achieve 
compliance  with  the  requirements  of  the 
Act  and  of  this  part.  If  the  recipient 
fails  to  meet  the  requirements  of  the 
Act  and  regulations  within  such  reason¬ 
able  time  as  may  be  specified  by  the 
Secretary,  a  proceeding  shall  be  initi¬ 
ated.  Such  proceeding  shall  be  instituted 
by  the  Secretary  by  a  complaint  which 
names  the  recipient  as  the  respondent. 

(iii)  A  complaint  shall  give  a  plain  and 
concise  description  of  the  allegations 
which  constitute  the  basis  for  the  pro¬ 
ceeding.  A  complaint  shall  be  deemed 
sufficient  if  it  fairly  informs  the  respond¬ 
ent  of  the  charges  against  it  so  that  it 
is  able  to  prepare  a  defense  to  the 
charges.  Notification  shall  be  given  in 
the  complaint  as  to  the  place  and  time 
within  which  the  respondent  shall  file  its 
answer,  which  time  shall  be  not  less  than 
30  days  from  the  date  of  service  of  the 
complaint.  The  complaint  shall  also  con¬ 
tain  notice  that  a  decision  by  default 
will  be  rendered  against  the  respondent 
in  the  event  it  fails  to  file  its  answer  as 
required. 

(iv)  (A)  Complaint.  The  complaint  or 
a  true  copy  therefore  may  be  served  upon 
the  respondent  by  first-class  mail  or  by 
certified  mail,  return  receipt  requested; 
or  it  may  be  served  in  any  other  manner 
which  has  been  agreed  to  by  the  respond¬ 
ent.  Where  the  service  is  by  certified 
mail,  the  return  Postal  Service  receipt 
duly  signed  on  behalf  of  the  respondent 
shall  be  proof  of  service. 

<B)  Service  of  papers  other  than  com¬ 
plaint.  Any  paper  other  than  the  com¬ 
plaint  may  be  served  upon  the  respondent 
or  upon  its  attorney  of  record  by  first- 
class  mail.  Such  mailing  shall  constitute 
complete  service. 

(C)  Filing  of  papers.  Whenever  the  fil¬ 
ing  of  a  paper  is  required  or  permitted  in 
connection  with  a  proceeding  under  this 
Part,  and  the  place  of  filing  is  not  speci¬ 


fied  in  this  subpart  or  by  role  or  order 
of  the  administrative  law  judge,  the 
paper  shall  be  filed  with  the  Secretary, 
Washington,  D.C.  20410.  All  papers  shall 
be  filed  in  duplicate. 

(D)  Motions  and  Requests.  Motions 
and  requests  may  be  filed  with  the  des¬ 
ignated  administrative  law  judge,  ex¬ 
cept  that  an  application  to  extend  the 
time  for  filing  an  answer  shall  be  filed 
with  the  Secretary  pursuant  to  §  570.911 
(c)  (3)  (iv)  (c).  • 

(v)  (A)  Filing.  The  respondent’s  an¬ 
swer  shall  be  filed  in  writing  within  the 
time  specified  in  the  complaint,  unless 
on  application  the  time  is  extended  by 
the  Secretary.  The  respondent’s  answer 
shall  be  filed  in  duplicate  with  the 
Secretary. 

(B)  Contents.  The  answer  shall  con¬ 
tain  a  statement  of  facts  which  consti¬ 
tute  the  grounds  of  defense,  and  it  shall 
specifically  admit  or  deny  each  allegation 
set  forth  in  the  complaint,  except  that 
the  respondent  shall  not  deny  a  material 
allegation  in  the  complaint  which  it 
knows  to  be  true;  nor  shall  a  respondent 
state  that  it  is  without  sufficient  infor¬ 
mation  to  form  a  belief  when  in  fact 
it  possesses  such  information.  The  re¬ 
spondent  may  also  state  affirmatively 
special  matters  of  defense. 

(C)  Failure  to  deny  or  answer  allega¬ 
tion  in  the  complaint.  Every  allegation 
in  the  complaint  which  is  not  denied  in 
the  answer  shall  be  deemed  to  be  ad¬ 
mitted  and  may  be  considered  as  proved, 
and  no  further  evidence  in  respect  of 
such  allegation  need  be  adduced  at  a 
hearing. 

(D)  Failure  to  file  answer.  Failure  to 
file  an  answer  within  the  time  prescribed 
in  the  complaint,  except  as  the  time  for 
answer  is  extended  §  570.911(c)  (3)  (v) 
(A) ,  shall  constitute  an  admission  of  the 
allegations  of  the  complaint  and  a  waiver 
of  hearing,  and  the  administrative  law 
judge  shall  make  his  findings  and  deci¬ 
sion  by  default  without  a  hearing  or 
further  procedure. 

(E)  Reply  to  answer.  No  reply  to  the 
respondent’s  answer  shall  be  deemed  to 
be  denied,  but  the  Secretary  may  file  a 
reply  in  his  discretion  and  shall  file  one 
if  the  administrative  law  judge  so 
requests. 

(F)  Referral  to  administrative  law 
judge.  Upon  receipt  of  the  answer  by  the 
Secretary  or  upon  filing  a  reply  if  one  is 
deemed  necessary,  or  upon  failure  of  the 
respondent  to  file  an  answer  within  the 
time  prescribed  in  the  complaint  or  as 
extended  under  §  570.911(c)  (3)  (v)  (A) , 
the  complaint  (and  answer,  if  one  is 
filed)  shall  be  referred  to  the  adminis¬ 
trative  law  judge  who  shall  then  proceed 
to  set  a  time  and  place  for  hearing  and 
shall  serve  notice  thereof  upon  the  par¬ 
ties  at  least  15  days  in  advance  of  the 
hearing  date. 

(vi)  (A)  If  it  appears  that  the  re¬ 
spondent  in  its  answer  falsely  and  in  bad 
faith,  denies  a  material  allegation  of  fact 
in  the  complaint  or  states  that  it  has  no 
knowledge  sufficient  to  form  a  belief, 
when  in  fact  it  does  possess  such  infor¬ 
mation,  or  if  it  appears  that  the  respond¬ 


ent  has  knowingly  introduced  false  testi¬ 
mony  during  the  proceedings,  the  Secre¬ 
tary  may  thereupon  file  supplemental 
charges  against  the  respondent.  Such 
supplemental  charges  may  be  tried  with 
other  charges  in  the  case,  provided  the 
respondent  is  given  due  notice  thereof 
and  is  afforded  an  opportunity  to  pre¬ 
pare  its  defense  thereto. 

(B)  In  the  case  of  a  variance  between 
the  allegations  in  a  pleading  and  the 
evidence  adduced  in  support  of  the  plead¬ 
ing,  the  administrative  law  judge  may 
order  or  authorize  amendment  of  the 
pleading  to  conform  to  the  evidence: 
Provided,  The  party  that  would  other¬ 
wise  be  prejudiced  by  the  amendment  is 
given  reasonable  opportunity  to  meet  the 
allegation  of  the  pleading  as  amended. 
The  administrative  law  judge  shall  make 
findings  on  any  issue  presented  by  the 
pleadings  as  so  amended. 

(C)  A  respondent  or  proposed  re¬ 
spondent  may  appear  in  person  through 
its  chief  executive  officer  or  it  may  be 
represented  by  counsel  or  other  duly 
authorized  representative.  The  Secretary 
shall  be  represented  by  the  General 
Counsel  of  HUD. 

(4)  Administrative  Law  Judge ;  powers. 
(i)  Appointment.  An  administrative  law 
judge,  appointed  as  provided  by  Section 
11  of  the  Administrative  Procedure  Act 
(5  U.S.C.  3105),  shall  conduct  proceed¬ 
ings  upon  complaints  filed  under  this 
subpart. 

(ii)  Powers  of  administrative  law 
judge.  Among  other  powers  provided  by 
law,  the  administrative  law  judge  shall 
have  authority,  in  connection  with  any 
proceeding  under  this  subpart,  to  do  the 
following  things; 

(A)  Administer  oaths  and  affirma¬ 
tions; 

(B)  Make  ruling  upon  motions  and 
requests.  Prior  to  the  close  of  the  hear¬ 
ing  no  appeal  shall  lie  from  any  such 
ruling  except,  at  the  discretion  of  the 
administrative  law  judge,  in  extraordi¬ 
nary  circumstances; 

(C)  Determine  the  time  and  place  of 
hearing  and  regulate  its  course  and  con¬ 
duct.  In  determining  the  place  of  hear¬ 
ing  the  administrative  law  Judge  may 
take  into  consideration  the  requests  and 
convenience  of  the  respondent  or  its 
counsel; 

(D)  Adopt  rules  of  procedure  and 
modify  the  same  from  time  to  time  as 
occasion  requires  for  the  orderly  dis¬ 
position  of  proceedings; 

(E)  Rule  upon  offers  of  proof,  receive 
relevant  evidence,  and  examine  wit¬ 
nesses; 

(F)  Take  or  authorize  the  taking  of 
dispositions ; 

(G)  Receive  and  consider  oral  or  writ¬ 
ten  arguments  on  facts  or  law; 

(H)  Hold  or  provide  for  the  holding 
of  conferences  for  the  settlement  or  sim¬ 
plification  of  the  issues  by  consent  of 
the  parties; 

(I)  Perform  such  acts  and  take  such 
measures  as  are  necessary  or  appropriate 
to  the  efficient  conduct  of  any  proceed¬ 
ing;  and 
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(J)  Make  Initial  findings  and  decision. 

(5)  Hearings,  (i)  In  general:  The  ad¬ 
ministrative  law  judge  shall  preside  at 
the  hearing  on  a  complaint.  Testimony 
of  witnesses  shall  be  given  under  oath 
or  affirmation.  The  hearing  shall  be 
stenographically  recorded  and  tran¬ 
scribed.  Hearings  will  be  conducted  pur¬ 
suant  to  section  7  of  the  Administrative 
Procedure  Act  (5  U.S.C.  556). 

(ii)  Failure  to  appear:  If  a  respondent 
fails  to  appear  at  the  hearings,  after  due 
notice  thereof  has  been  served  upon  or 
upon  its  counsel  of  record,  it  shall  be 
deemed  to  have  waived  the  right  to  a 
hearing  and  the  administrative  law 
judge  may  make  his  findings  and  de¬ 
cision  against  the  respondent  by  default. 

(iii)  Waiver  of  hearing:  A  respondent 
may  waive  the  hearing  by  informing  the 
administrative  law  judge,  in  writing  on 
or  before  the  date  set  for  hearing,  that 
it  desires  to  waive  hearing.  In  such 
event  the  administrative  law  judge  may 

.  make  his  findings  and  decision  based 
upon  the  pleadings  before  him.  The  de¬ 
cision  shall  plainly  show  that  the  re¬ 
spondent  waived  hearing. 

(iv)  The  administrative  law  judge 
shall  prior  to  or  at  the  beginning  of  the 
hearing  require  that  the  parties  attempt 
to  arrive  at  such  stipulations  as  will 
eliminate  the  necessity  of  taking  evidence 
with  respect  to  allegations  of  facts  con¬ 
cerning  which  there  is  no  substantial 
dispute.  The  administrative  law  judge 
shall  take  similar  action,  where  it  ap¬ 
pears  appropriate,  throughout  the  hear¬ 
ing  and  shall  call  and  conduct  any  con¬ 
ferences  which  he  deems  advisable  with  a 
view  to  the  simplification,  clarification, 
and  disposition  of  any  of  the  issues 
involved. 

(6)  Evidence,  (i)  Any  evidence  which 
would  be  admissible  under  the  rules  of 
evidence  governing  proceedings  in  mat¬ 
ters  not  involving  trial  by  jury  in  the 
Courts  of  the  United  States,  shall  be  ad¬ 
missible  and  controlling  as  far  as  possi¬ 
ble.  Provided  that,  the  administrative  law 
judge  may  relax  such  rules  in  any  hear¬ 
ing  when  in  his  judgment,  such  relaxa¬ 
tion  would  not  impair  the  rights  of  either 
party  and  would  more  speedily  conclude 
the  hearing,  or  would  better  serve  the 
ends  of  justice.  Evidence  which  is  irrele¬ 
vant,  immaterial  or  unduly  repetitious 
shall  be  excluded  by  the  administrative 
law  judge. 

(ii)  Depositions.  The  deposition  of  any 
witness  may  be  taken  pursuant  to 
8  570.911(c)(7)  and  the  deposition  may 
be  admitted. 

(iii)  Proof  of  documents.  Official 
documents,  records  and  papers  of  a  re¬ 
spondent  shall  be  admissible  as  evidence 
without  the  production  of  the  original 
provided  that  such  documents,  records 
and  papers  are  evidenced  as  the  original 
by  a  copy  attested  or  identified  by  the 
chief  executive  officer  of  the  respondent 
or  the  custodian  of  the  document,  and 
contain  the  seal  of  the  respondent. 

(iv)  Exhibits.  If  any  document,  record, 
paper,  or  other  tangible  or  material  thing 
Is  introduced  in  evidence  as  an  exhibit, 
the  admlnstratve  law  judge  may  author¬ 
ize  the  withdrawal  of  the  exhibit  subject 


to  any  conditions  he  deems  proper.  An 
original  document,  paper  or  record  need 
not  be  Introduced  and  a  copy  duly  cer¬ 
tified  (pursuant  to  paragraph  (b)  of  this 
section)  shall  be  deemed  sufficient. 

(v)  Objections:  Objections  to  evidence 
shall  be  in  short  form,  stating  the 
grounds  of  objection  relied  upon,  and  the 
record  shall  not  Include  argument 
thereon,  except  as  permitted  by  the  ad¬ 
ministrative  law  judge.  Rulings  on  such 
objections  shall  be  a  part  of  the  record. 
No  exception  to  the  ruling  is  necessary 
to  preserve  the  right  of  either  party  to 
the  proceeding. 

(7)  Depositions,  (i)  In  general.  Depo¬ 
sitions  for  use  at  a  hearing  may,  with  the 
written  approval  of  the  administrative 
law  judge,  be  taken  by  either  the  Secre¬ 
tary  or  the  respondent  of  their  duly  au¬ 
thorized  representatives.  Depositions 
may  be  taken  upon  oral  or  written 
interrogatories,  upon  not  less  than  15 
days  written  notice  to  the  other  party, 
before  any  officer  duly  authorized 
to  administer  an  oath  for  general  pur¬ 
poses.  Such  written  notice  shall  state  the 
names  of  the  witnesses  and  the  time  and 
place  where  the  depositions  are  to  be 
taken.  The  requirement  of  15  days  writ¬ 
ten  notice  may  be  waived  by  the  parties 
in  writing,  and  depositions  may  then  be 
taken  from  the  persons  and  at  times  and 
places  mutually  agreed  to  by  the  parties. 

(ii)  Written  interrogatories.  When  a 
deposition  is  taken  upon  written  inter¬ 
rogatories,  any  cross-examination  shall 
be  upon  written  interrogatories.  Copies  of 
such  written  interrogatories  shall  be 
served  upon  the  other  party  with  the 
notice,  and  copies  of  any  written  cross- 
interrogatories  shall  be  mailed  by  first 
class  mail  or  delivered  to  the  opposing 
party  at  least  10  days  before  the  date  of 
taking  the  depositions,  unless  the  parties 
mutually  agree  otherwise.  A  party  upon 
whose  behalf  a  deposition  1s  taken  must 
file  with  the  administrative  law  judge 
and  serve  one  copy  upon  the  opposing 
party.  Expenses  in  the  reporting  of  depo¬ 
sitions  shall  be  borne  by  the  party  at 
whose  instance  the  deposition  is  taken. 

(8)  Stenographic  record;  oath  of  re¬ 
porter,  transcript,  (i)  In  general.  A 
stenographic  record  shall  be  made  of  the 
testimony  and  proceedings,  including 
stipulations  and  admissions  of  fact  in  all 
proceedings,  but  not  arguments  of  coun¬ 
sel  unless  otherwise  ordered  by  the  ad¬ 
ministrative  law  judge.  A  transcript  of 
the  proceedings  (and  evidence)  at  the 
hearing  shall  be  made  in  all  cases. 

(ii)  Oath  of  reporter.  The  reporter 
making  the  stenographic  record  shall 
subscribe  an  oath  before  the  administra¬ 
tive  law  judge,  to  be  filed  in  the  record 
of  the  case,  that  he  (or  she)  will  truly 
and  correctly  report  the  oral  testimony 
and  proceedings  at  such  hearing  and 
accurately  transcribe  the  same  to  the 
best  of  his  (or  her)  ability. 

(iii)  Transcript.  In  cases  where  the 
hearing  is  stenographically  reported  by 
a  Government  contract  reporter  copies 
of  the  transcript  may  be  obtained  from 
the  reporter  at  rates  not  to  exceed  the 
maximum  rates  fixed  by  contract  be¬ 


tween  the  Government  and  the  reporter. 
Where  the  hearing  is  stenographically 
reported  by  a  regular  employee  of  HUD 
a  gopy  thereof  will  be  supplied  to  the 
respondent  or  its  counsel  at  actual  cost 
of  duplication.  Copies  of  exhibits  intro¬ 
duced  at  the  hearings  or  at  the  taking  of 
depositions  will  be  supplied  to  the  parties 
upon  the  payment  of  a  reasonable  fee 
(31  U.S.C.  483(a)). 

(9)  Proposed  findings  and  conclusions. 
Except  in  cases  where  a  respondent  has 
failed  to  answer  the  complaint  or  has 
failed  at  the  hearing,  or  has  waived  the 
hearing,  the  administrative  law  judge,  . 
prior  to  making  his  initial  decision,  shall 
afford  the  parties  a  reasonable  opportu¬ 
nity  to  submit  proposed  findings  and  con¬ 
clusions  and  supporting  reasons  therefor. 

(10)  Initial  decision  of  the  Adminis¬ 
trative  Law  Judge.  As  soon  as  practicable 
after  the  conclusion  of  a  hearing  and  the 
receipt  of  any  proposed  findings  and  con¬ 
clusions  timely  submitted  by  the  parties, 
but  in  no  event  later  than  30  days  after 
the  submission  of  proposed  findings  and 
conclusions  if  they  are  submitted,  the 
administrative  law  judge  shall  make  his 
initial  decision  in  the  case.  The  Initial 
decision  shall  include  a  statement  of  the 
findings  of  fact  and  the  conclusions 
therefor,  as  well  as  the  reasons  or  basis 
therefor,  upon  all  the  material  Issues  of 
fact,  law  or  discretion  preserved  on  the 
record,  and  shall  provide  for  one  of  the 
following  orders: 

(i)  An  order  that  the  respondent’s 
payments  be  terminated,  or 

(ii)  An  order  that  the  respondent’s 
payments  be  reduced  by  an  amount  equal 
to  the  amount  of  such  payments  which 
were  not  expended  in  accordance  with 
the  Act  and  the  provisions  of  this  Part, 
or 

(iii)  An  order  that  the  Secretary  limit 
the  availability  of  payments  to  activities 
not  affected  by  such  failure  to  comply,  or 

(iv)  An  order  dismissing  the  proceed¬ 
ings. 

After  reaching  his  initial  decision  the  ad¬ 
ministrative  law  judge  shall  certify  to  the 
complete  record,  together  with  a  certified 
copy  of  his  initial  decision,  to  the  Sec¬ 
retary.  The  administrative  law  judge 
shall  serve  also  a  copy  of  the  initial  deci¬ 
sion,  to  the  Secretary.  The  administra¬ 
tive  law  judge  shall  serve  also  a  copy 
of  the  initial  decision  by  certified  mail 
to  the  chief  executive  officer  of  the  re¬ 
spondent  or  to  its  attorney  of  record. 

(11)  What  constitutes  record.  The 
transcript  of  testimony,  pleadings  and 
exhibits,  all  papers  and  requests  filed  in 
the  proceeding  together  with  all  findings, 
decisions  and  orders,  shall  constitute  the 
exclusive  record  in  the  matter. 

(12)  Procedure  on  review  of  decision 
of  administrative  law  judge — (i)  Appeal 
to  the  Secretary.  Within  30  days  from  the 
date  of  the  initial  decision  and  order  of 
the  administrative  law  judge,  the  re¬ 
spondent  may  appeal  to  the  Secretary 
and  file  his  exceptions  to  the  Initial  deci¬ 
sion  and  his  reasons  therefor.  The  re¬ 
spondent  shall  transmit  a  copy  of  his 
appeal  and  reasons  therefor  to  the  Sec¬ 
retary  who  may,  within  30  days  from 
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receipt  of  the  respondent’s  appeal,  file 
a  reply  brief  in  opposition  to  the  appeal. 
A  copy  of  the  reply  brief,  if  one  is  filed, 
shall  be  transmitted  to  the  respondent  or 
its  counsel  of  record.  Upon  the  filing  of 
an  appeal  and  a  reply  brief,  if  any,  the 
Secretary  shall  make  the  final  agency 
decision  on  the  record  of  the  adminis¬ 
trative  law  judge  submitted  to  him. 

(ii)  Absence  of  appeal.  In  the  absence 
of  exceptions  by  the  respondent  within 
the  time  set  forth  in  paragraph  (c)  (12) 
(i)  of  this  section  or  a  review  initiated  by 
the  Secretary  on  his  own  motion  within 
45  days  after  the  initial  decision,  such 
initial  decision  of  the  administrative  law 
judge  shall  constitute  the  final  decision 
of  the  Department. 

(13)  Decision  of  the  Secretary.  On  ap¬ 
peal  from  or  review  of  the  initial  deci¬ 
sion  of  the  administrative  law  judge,  the 
Secretary  will  make  the  final  agency  de¬ 
cision.  In  making  his  decision  the  Secre¬ 
tary  will  review  the  record  or  such  por¬ 
tions  thereof  as  may  be  cited  by  the  par¬ 
ties  to  permit  limiting  of  the  issues.  The 
Secretary  may  affirm,  modify,  or  revoke 
the  findings  and  initial  decision  of  the 
administrative  law  judge.  A  copy  of  the 
Secretary’s  decision  shall  be  transmitted 
immediately  to  the  chief  executive  officer 
of  the  respondent  or  its  counsel  of  record. 

(14)  Publicity  of  proceedings,  (i)  In 
general.  A  proceeding  conducted  under 
this  subpart  shall  be  open  to  the  public 
and  to  elements  of  the  news  media  pro¬ 
vided  that  in  the  judgment  of  the  admin¬ 
istrative  law  judge,  the  presence  of  the 
media  does  not  detract  from  the  decorum 
and  dignity  of  the  proceeding. 

(ii)  Availability  of  record.  The  record 
established  in  any  proceeding  conducted 
under  this  subpart  shall  be  made  avail¬ 
able  to  inspection  by  the  public  as  pro¬ 
vided  for  and  in  accordance  with  regula¬ 
tions  of  the  Department  of  HUD  pursu¬ 
ant  to  31  CFR  Part  1. 


(ill)  Decisions  of  the  administrative 
law  judge.  The  statement  of  findings  and 
the  initial  decision  of  the  administrative 
law  judge  in  any  proceedings,  whether 
or  not  on  appeal  or  review  shall  be  in¬ 
dexed  and  maintained  by  the  Secretary 
and  made  available  for  inspection  by  the 
public  at  the  public  documents  room  of 
the  Department.  If  practicable,  the  state¬ 
ment  of  findings  and  the  decisions  of  the 
administrative  law  judge  shall  be  pub¬ 
lished  periodically  by  the  Department 
and  offered  for  sale  through  the  Super¬ 
intendent  of  Documents. 

(15)  Judicial  review,  (i)  Actions  taken 
under  administrative  proceedings  pur¬ 
suant  to  this  subpart  shall  be  subject  to 
judicial  review  pursuant  to  Section 
111(c)  of  the  Act.  If  a  respondent  desires 
to  appeal  a  decision  of  the  administra¬ 
tive  law  Judge  which  has  become  final, 
or  a  final  order  of  the  Secretary  for  re¬ 
view  of  appeal,  to  the  U.S.  Court  of  Ap¬ 
peals,  as  provided  by  law,  the  Secretary, 
upon  prior  notification  of  the  filing  of 
the  petition  for  review,  shall  have  pre¬ 
pared  in  triplicate,  a  complete  transcript 
of  the  record  of  the  proceedings,  and 
shall  certify  to  the  correctness  of  the 
record.  The  original  certificate  together 
with  the  original  record  shall  then  be 
filed  with  the  Court  of  Appeals  which 
has  jurisdiction. 

(ii)  Any  recipient  which  receives  the 
final  agency  decision  of  the  termination, 
reduction  or  limitation  of  payments 
under  this  title  may,  within  sixty  days 
after  receiving  such  notice,  file  with  the 
United  States  Court  of  Appeals  for  the 
circuit  in  which  such  State  is  located,  or 
in  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia,  a  petition 
for  review  of  the  Secretary’s  action.  The 
petitioner  shall  forthwith  transmit 
copies  of  the  petition  to  the  Secretary 
and  the  Attorney  General  of  the  United 


States,  who,  shall  represent  the  Secre¬ 
tary  In  the  litigation. 

(ill)  The  Secretary  shall  file  in  the 
court  the  record  of  the  proceeding  on 
which  he  based  his  action,  as  provided 
in  Section  2112  of  Title  28,  United  States 
Code.  No  objection  to  the  action  of  the 
Secretary  shall  be  considered  by  the 
court  unless  such  objection  has  been 
urged  before  the  Secretary. 

(iv)  The  court  shall  have  jurisdiction 
to  affirm  or  modify  the  action  of  the  Sec¬ 
retary  or  to  set  it  aside  in  whole  or  in 
part.  The  findings  of  fact  by  the  Secre¬ 
tary,  if  supported  by  substantial  evi¬ 
dence  on  the  record  considered  as  a 
whole,  shall  be  conclusive.  The  court  may 
order  additional  evidence  to  be  taken  by 
the  Secretary,  and  to  be  made  part  of 
the  record.  The  Secretary  may  modify 
his  findings  of  fact,  or  make  new  find¬ 
ings,  by  reason  of  the  new  evidence  so 
taken  and  filed  with  the  court,  and  he 
shall  also  file  such  modified  or  new  find¬ 
ings,  which  findings  with  respect  to  ques¬ 
tions  of  fact  shall  be  conclusive  if 
supported  by  substantial  evidence  on  the 
record  considered  as  a  whole,  and  shall 
also  file  his  recommendations,  if  any,  for 
the  modification  or  setting  aside  of  his 
original  action. 

(v)  Upon  the  filing  of  the  record  with 
the  court,  the  jurisdiction  of  the  court 
shall  be  exclusive  and  its  judgment  shall 
be  final,  except  that  such  judgment 
shall  be  subject  to  review  by  the  Supreme 
Court  of  the  United  States  upon  writ  of 
certiorari  or  certification  as  provided  in 
Section  1254  of  Title  28,  United  States 
Code. 

Warren  H.  Butler, 
Acting  Assistant  Secretary  for 
Community  Planning  and 
Development. 
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This  useful  reference  tool  is  designed 
to  keep  businessmen  and  the  general 
public  informed  concerning  the  many 
published  requirements  in  Federal  laws 
and  regulations  relating  to  record 
retention. 

The  89-page  “Guide”  contains  over 
1,000  digests  which  tell  the  user  (1) 
what  type  records  must  be  kept,  (2) 
who  must  keep  them,  and  (3)  how  long 


they  must  be  kept.  Each  digest  carries 
a  reference  to  the  full  text  of  the  basic 
law  or  regulation  providing  for  such 
retention. 

The  booklet’s  index,  numbering  over 
2,200  items,  lists  for  ready  reference 
the  categories  of  persons,  companies, 
and  products  affected  by  Federal 
record  retention  requirements. 
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